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“Disinflation” Here and in Britain? 


Slightly more than a year ago, the Churchill government 
inaugurated a monetary policy of “disinflation”’—a term 
believed to be somewhat more acceptable to modern ears 
than the depression-marked word “deflation.” The Economic 
Survey this year termed the policy the “most significant 
change . . . since the beginning of the war.” 

What precisely has been accomplished to date? To this 
question W. Manning Dacey addresses himself in a recent 
issue of Lloyds Bank Review. His conclusions are presented 
in this issue, beginning on page 468. 

In this country, too, there have been at least tentative 
efforts to achieve something of the same sort, although the 
term “disinflation” is not as yet in common use here. Some 
indication of changes that have come in our own money 
market during the past year, by whatever name altered poli- 
cies may be called, is to be found in Financial Notes and 
Footnotes, beginning on page 473. 


A Swedish Look at Social Insurance 


The Scandinavian countries as a group are generally re- 
garded as being in the vanguard in welfare legislation. Yet 
there are wide differences, says a Swedish writer, in their 
approaches to the social insurances and also considerable 
variations in how much they cost. In Sweden, the major em- 
phasis is on universal payments to the aged and children, 
while sickness insurance is still voluntary only. In Denmark 
and Norway, sickness insurance is compulsory, but old-age 
pensions are not paid under all conditions and cease entirely 
when income exceeds a certain amount. As to costs, they 
are per capita two thirds higher in Sweden than in Norway.... 
(Page 476.) 


Before Rolling Out the Crystal Ball 


Lo, the crystal ball season is upon us, and the voice of the 
economist is heard throughout the land. 

The January issue of The Business Record, in addition to 
taking its own long look at 1953, will present a roundup of 
forecasts from a wide range of business, government and edi- 
torial sources. But there’s a little ground-clearing to be done 
first. This month’s Business Highlights is devoted to a more 
modest problem—where are we now as the old year draws 
to a close and the new is about to begin ? 
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Even that isn’t easy. It’s clear enough that there has been 
a major change in business levels since the third quarter; but 
statistics on the fourth quarter are still sparse, and the im- 
pact of the steel strike is imbedded in the latest available 
figures for gross national product and national income. For 
a suggestive look at what trends are like going into the new 
year, see “Approaching the 1953 Outlook.” (Page 446.) 


Spinning the Nylon Yarn 


Several years ago, it seemed, from the rush for them, that 
“nylon” was synonymous with women’s stockings and not 
the name of a fiber. This wasn’t far from the truth, since 
most of our output of this first miracle fiber was going into 
that product. Then women’s nightgowns made of nylon 
became popular, and men began to sport nylon shirts. By now, 
practically all items of women’s clothing are being featured 
in nylon, and store windows are chock-full of many other 
goods “‘made of nylon.” 

As to production of the fiber, it seems that someone turned 
on the spigot full blast to get enough of it—but, even so, 
the requirements keep going up and up and up. . . . (Page 460.) 


Overworking Working Capital? 


In view of a humming market picture, we might guess that 
sufficient working capital is a general industrial problem. In fact 
it isnot, according to this month’s survey of industry experience. 
About 90% of the 200 manufacturers cooperating in the 
survey report an “adequate” supply, but none reports any 
excess. Some have taken to equity financing and long-term 
borrowing to maintain flexibility. 

For a review of the present working capital position in 
the companies surveyed, and a look at 1953 expectations, see 
page 450. 


The Potential of Public Works 


When defense spending eases off, public works may assume 
a new significance. As an antirecession device, they could 
become a focal point of government expenditures. But even 
if no such objectives are involved, an inventory of existing 
public facilities suggests a high level of public construction 
in the years ahead. (Page 464.) 
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Business Highlights 


APPROACHING THE 1953 OUTLOOK 


Sharp changes in trends since the steel strike make slippery footing 
for forecasters 


OVEMBER has marked the beginning of open 

N season for pot shots at the 1953 business trend. 

Perhaps more than for most years, however, 

the annual outlook still looks hazy. In fact, even the 

point at which the year will begin is unclear, although 
it is only a few weeks away. 

Part of this haze reflects, of course, the forthcoming 
change in the national administration. Another part 
results from the steel strike, which, while it is largely 
an unhappy memory as far as business conditions 
themselves are concerned, is still deeply impressed on 
the latest figures available for many key business sta- 
tistical series—among them the gross national product 
and national income statistics, and their components. 
These are published only quarterly, and the recently 
released figures for the third quarter contain, in con- 
centrated form, almost the entire impact of the strike. 

Fourth-quarter figures in these series are likely to be 
very different from their third-quarter counterparts. 
The differences will be virtually entirely upwards, and 
they will be large enough to add up to a substantially 
different picture of business conditions as the year 
ends. They will concentrate into one set of inclusive 
figures a half-year’s rapid improvement in business 
operations. 

The preliminary estimate made by the Commerce 
Department for gross national product in the third 
quarter is $343.4 billion (annual rate) ; the current rate 
is in the neighborhood of $353 billion. The differences 
are likely to lie in three major components of gross 
product: personal consumption expenditures, espe- 
cially for durables; defense expenditures; and inven- 
tory growth. For reasons explained below, the distri- 
bution of the increase among these three components 
is still uncertain. 


FACTOR OF CAR SALES 


The shortage of automobiles was a major reason 
why the personal consumption expenditures estimate 
for the third quarter did not advance from the second- 
quarter rate. Estimates of the loss of automobile 
volume alone run as high as $3 billion (annual rate) 
for the quarter as a whole. And from the available 
figures, the fourth-quarter rate of automobile sales 
(seasonally adjusted) will evidently show not only a 
return to normal, but a considerable catching up of 
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lost third-quarter volume. Dealcrs have been push- 
ing hard on 1952 models, taking the necessary dis- 
counts, and volume is reported to be very good. 

Sales of other durables were also affected by the 
steel strike. This was true not so much because stocks 
of appliances became scarce, but because workers laid 
off because of steel shortages were unwilling or unable 
to use credit facilities. Some kind of catching up was 
apparently going on in these markets in October and 
may still be going on. 

Underneath these specific gains expected in the 
area of durables, there is likely to be strength in all 
the components of personal consumption expenditures 
because of a sharp quarter-to-quarter rise in personal 
income. For the third quarter, the average rate of 
personal income was $268.9 billion; the fourth-quarter 
rate is likely to be about $275 billion. Disposable 
income in the third quarter was $235.3 billion; for the 
fourth quarter it is likely to stand at $241 billion. And 
the quarter-to-quarter increase in total consumer 
spending is likely to outrun the quarter-to-quarter 
rise in income—that is, the saving rate is likely to 
decline somewhat from the $20 billion (annual rate) 
recorded in the third quarter. Part of the rise in the 
saving rate from 7.1% of disposable income in the 
second quarter to 8.6% in the third quarter was oc- 
casioned by the shortage of automobiles, and by the 
differential impact of strike-induced losses of income 
on those groups that characteristically spend a very 
high proportion of their total income. 


A LITTLE MORE DEFENSE 


Defense expenditures should show a much more 
moderate advance. In the second and third quarters 
they averaged about $50 billion (annual rate) as a com- 
ponent of gross national product (actual budget ex- 
penditures for national security programs were at an 
annual rate of about $52 billion, the difference being 
accounted for, in large measure, by military transfer 
payments not considered in the gross product 
account). Figures carried in the Board’s weekly Desk 
Sheet do not indicate any big general jump in the level 
of expenditures, but if the current rate is maintained, 
the annual rate of expenditures, on the gross product 
basis, should equal about $52 billion in the fourth 
quarter. 


BUSINESS RECORD 


Inventory is the other component that may show 
a considerable change from the third quarter to the 
fourth quarter. In fact, the trend of inventory during 
the past few months has begun to take on very sug- 
gestive qualities. 

Production, as measured by the Federal Reserve 
index, as well as by virtually every other index regard- 
less of coverage, has moved into new high ground for 
the postwar period. It is, in fact, hard to find produc- 
tion series that are not now very considerably above 
year-ago levels. Here are a few recent comparisons 
from Tue ConrerENce Boarp’s Desk Sheet: auto- 
motive production, up 23%; steel production, up 17%; 
petroleum, 6%; paperboard, 6%. 

Coupled with this rate of production has been what 
can only be described as a terrific rate of business de- 
mand for materials (see chart and accompanying 
text). But final demand (that is, excluding inventory 
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demand), while it is extremely high, and can hardly 
be expected to go much higher, is not clearing the 
market of all that is being turned out. Result: inven- 
tories are rising. 

For the third quarter, preliminary Department of 
Commerce figures indicate an inventory growth of 
$3.7 billion (annual rate). A considerable part of 
this growth reflects accumulation of farm inventories, 
resulting from large crops, low prices and a consequent 
backing up of farm products in the hands of producers 
and under CCC loans. But nonfarm stocks were also 
on their way up in the third quarter at about a $3-bil- 
lion annual rate—despite the enormous liquidation of 
steel and automobile inventories during the period. 

About two thirds of this increase was centered in 
nondurables manufacturing. Because of the steel 
strike, inventories of durables manufacturers were un- 
changed. And because of the decline of automobile 
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stocks, aggregate retail inventories showed only a 
fractional advance. 

Production rates are now far higher than the rates 
of the third quarter—on average, about 7% higher. 
Steel and automobile stocks are now rising. And so, 
apparently, are stocks of many other consumer goods 
(see charts). Even though retail sales were better in 
October than in the third quarter—about 6% better— 
total business accumulation is apparently progressing 
at a rapid rate, although certainly not at the spec- 
tacular rate of mid-1951. 

What the rate for the quarter as a whole will be 
depends, in large measure, on what happens to retail 
trade between now and Christmas. Very high levels 
of trade would, of course, dampen inventory growth, 
and add to the growth of personal consumption ex- 
penditures; and vice versa. 

For this reason, the kind of business trend that will 
show up in the fourth-quarter gross-product statistics 
is still in doubt, and hangs heavily on consumer de- 
mand in the last two crucial months of the year. 
If the November department store sales figures are 
any guide—and they may not be—the inventory 
growth could be considerable. 


WHY THE INVENTORY RISE? 


More significant than the dimensions of this growth 
is its character. So far as can be known, it is not 
forced accumulation, but it is also not in any sense 
speculative. Part of it doubtless reflects larger inven- 
tory requirements resulting from higher operating 
levels, and this component of inventory growth can 
be expected to end when the climb in output ends. 
Another part reflects a balancing of stocks disrupted 
by the steel strike and by the rapid resurgence of de- 
mand after the expiration of Regulation W. This 
component is also temporary, and may be ending now. 

The reasons for the lack of speculative interest in 
inventory appear to be clear enough. In the first place, 
caution about mid-1953, the possible end of defense 
stimulus (now only a scant seven months away) per- 
sists, and continues to receive wide publicity. As in- 
ventories approach or begin to exceed normal relation- 
ships to current sales, attitude toward inventory may 
come more and more to reflect the possibility of de- 
clining volume ahead. (Sudden and sharp upward 
movements in inventory-sales ratios generally arise 
from declines in sales, rather than from inventory 
growth itself.) Secondly, prices, after a brief sojourn 
with stability in the ten days following the election, be- 
gan to subside again in mid-November. Declining 
prices are a powerful and in fact an overriding restraint 
on inventory accumulation; and when prices continue 
to exhibit weakness in the face of a prodigious rate of 
business demand, one may well ask what will happen 
to them when demand subsides. One of the aspects 
of business trends to watch between now and mid- 


1953 is at what point, if at all, prices begin to show 
the firmness that would normally be expected in the 
light of the extremely high rate of business activity. 
The same point might well mark a change in the cau- 
tion with which business has viewed inventory com- 
mitments—even in recent months, when inventory it- 
self has been rising. On the other hand, the failure 
of firmness to appear in early 1953 may be very 
suggestive of the trend of prices later in the year. 


WHAT WILL FOLLOW THE RISE? 


The combined rise in personal consumption expen- 
ditures, in inventories, and in defense expenditures in 
the fourth quarter is likely to total in the neighbor- 
hood of $10 billion (annual rate). What comes after 
this jump? 

Almost all of the quarter-to-quarter climb in the 
rate of national output that will appear in the fourth- 
quarter gross product statistics actually occurred 
between July and October, when industrial produc- 
tion, as measured by the FRB index, jumped from 
193 to 226; personal income from $264 billion to $275 
billion; retail trade from $163.8 billion to $173.3 billion 
(all annual rates). Since about the end of September, 
when steel and automobile production had returned to 
normal, there has been a progressive flattening out in 
all of these measures. November statistics are likely 
to show little change from October, on balance. 

While the gross product figures available at the end 
of the year will be indicating a pronounced uptrend, 
the monthly figures will be suggesting a remarkable 
stability. The question for early 1953 is not so much 
whether an uptrend will continue, but whether a 
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Manufacturers’ Inventories Turn Up 
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trend of any kind will develop. That question appears 
to hinge most directly on developments in two areas: 
consumer demand, and business demand for inven- 
tories. Both defense activity and capital investment 
activity are generally expected to be moving only very 
narrowly in early 1953. 

Within the consumer sector, there is a good case 
for stability rather than for any marked upswing in 
early 1953. Neither income nor spending appears to be 
headed for any major advance from the levels reached 
in the fourth quarter. For one thing, employment is 
now about as high as it can get. And the rise in 
hours worked over the past several months has 
brought them back to about optimum levels in virtu- 
ally all industries (in some consumer industries hours 
worked are now more than 10% above a year ago). 

Further growth of wage income would now be de- 
pendent largely on rises in wage rates, and the com- 
petitive character of most consumer markets bids fair 
to continue to exert the powerful control over wages 
that it has for the past several months. That does 
not mean no wage advances at all. Some civilian 
industries appear to have lagged a little behind their 
normal wage relationship to defense industries. And 
there is still some catching up to do with recent 
advances in steel and coal. But the great upward 
pull on wage rates exerted by the necessity of shift- 
ing trained manpower into defense occupations is now 
largely exhausted. In general, no new surge of wage 
rates is looked for; witness that labor itself is talking 
increasingly not of advances, but of getting past cost- 
of-living raises absorbed into the wage base. 

The current combination of flattening defense and 
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competitive markets does not argue for a further 
gain in personal income anything like the gains in 
1952. Nor does it seem likely, now, that the personal 
saving rate will decline very significantly from its 
fourth-quarter rate. Savings of 8.6% of disposable 
income in the third quarter reflect, in part, the short- 
age of automobiles. But even adjusting for this loss 
of spending, the rate would still have been at about. 
7.5%; and it has apparently remained at 7% to 7.5% 
thus far in the fourth quarter. More and more 
analysts are coming to the view that a saving rate in 
this genera! neighborhood—half again as high as used 
to be considered normal—may well be par for the 
course in an economy characterized by a high level 
of defense expenditures, at least until income itself 
begins to subside. 

For inventory accumulation—one of the major 
elements in shaping short-term trends—there is no 
reason to expect a more rapid growth than is going on 
in the fourth quarter. What preliminary figures are 
available suggest that accumulation is progressing at 
an annual rate of perhaps $5 billion—more rapidly 
than at any time in the past year. If this rate holds 
throughout the quarter, the relevant question would 
seem to be not whether it will rise, but for how long 
it will be maintained. At current operating rates in 
raw materials industries, consumers’ behavior in the 
weeks preceding Christmas could, by its influence on 
inventories, be critical in the early 1953 atmosphere. 


AuBEert T. SOMMERS 
Business Analyst 
Division of Business Economics 


Survey of Industry Experience 


WORKING CAPITAL—TIGHT BUT ADEQUATE 


has been maintained by most of the 200 
manufacturing companies cooperating in this 
month’s survey of industry experience, despite the 
pressing demands of postwar plant expansion and 
market growth. Many, however, have had to resort 
to equity financing or long-term borrowing to do so. 
Evidence of the tightness of working capital is re- 
vealed by the collections situation. While most com- 
panies in the survey reported no lag last year, one 
out of three did experience a lag, generally during the 
first half of the year. 


Three quarters of the cooperating companies have 
experienced a change in the composition of their gross 
working capital during the past year. The proportion 
of working capital held in cash increased in more than 
half of these companies and the share tied up in in- 
ventories decreased in a similar number of firms. 
Almost as many companies witnessed an increase in 
the portion of working capital held in receivables as 
experienced a decrease. 


NO EXCESS OF WORKING CAPITAL 


Nine out of ten cooperators indicated an adequate 
supply of working capital, but none of them reported 
any “fat.” As one executive put it, “Most companies 
would feel happier with more working capital.” 

A representative letter from one executive cited the 
following reasons for wanting more working capital: 

1. Additional funds would be available for plant 
expansion, especially where defense contracts mean 
more extensive capital expenditures. 

2. It would provide security for the future “in 
the event we head into a depression when govern- 
ment expenditures taper off.” 

The kind of working capital situation many com- 
panies have had to contend with is pointed up by the 
statement of a textile company executive: 


A TIGHT but adequate supply of working capital 


“Four months after the outbreak of the Korean War, 
we found ourselves confronted with the necessity of short- 
term seasonal borrowing for the first time in about a 
decade. These borrowings were necessitated by larger 
physical inventories and a rapidly advancing price level 
(increasing the investment in receivables and inventories) . 
Both of these developments coincided with the comple- 
tion of heavy capital expenditures programs. . . . Late in 
1951 we began to reduce inventories, thereby releasing 
cash. . . . Our objective in the year ahead must be to 
avoid the excesses of 1951 and maintain a more liquid 
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position in case we move into another downward cycle in 
the last half of 1953.” 


The outlook for working capital is somewhat less 
rosy than today’s picture. While only one in ten 
cooperating companies regard their working capital 
as inadequate now, one in six thought it would be 
hard-pressed next year. 

Only one in ten of the metal manufacturing com- 
panies surveyed experienced a shortage in working 
capital in the past year, but one in six expects dif_i- 
culty next year. The outlook is poorest in the special 
industrial machinery industry. While seven out of the 
eight cooperating companies in that industry now have 
adequate working capital, half the reporting com- 
panies think working capital will be inadequate next 
year. Two out of five reporting foundries expect a 
working capital shortage next year, and two of the 
eight cooperating hardware companies also expect a 
squeeze. In other metal industries stray companies 
report expected difficulty. 


Nonmetals 


Although only a tenth of the seventy nonmetal 
manufacturing companies were short of working capi- 
tal in the past twelve months, one in seven expects to 
be short in the year ahead. The darkest outlook is in 
the paper industry where four of eleven companies 
anticipate a shortage. Two of eight textile companies 
also expect a shortage. 


COLLECTIONS—LITTLE LAG 


Two out of every three cooperating companies had 
no lag in collections during the past year. The lags 
in the remaining companies were usually not serious. 
For example, a food company reports: 


“There has been a slight lag in collections during the 
past year, rising from an average of twenty-one days to 


twenty-three days. The drop-off has been gradual and is 
not severe.” 


Less than one quarter of the cooperating metal- 
working companies report that they have experienced 
a lag in collections during the past year. By contrast, 
nearly half of the nonmetal companies report a lag. 
Comments from executives indicate this situation 
may be related to the defense effort. For example, an 
executive in one company engaged in both civilian and 
military production commented: 


“The company’s receivables may be divided into two 
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broad categories—military and commercial. No slowdown 
in collections of receivables on government business has 
been, or is expected to be, experienced, although the bal- 
ance has increased due to increased volume, With re- 
spect to commercial receivables, particularly in the farm 
machinery business, the rate of collection has been declin- 
ing. This has been true since about the beginning of the 


year, and it is expected that the trend will continue during 
the coming year.” 


While less than a quarter of cooperating metal com- 
panies indicated a lag last year, almost a third foresee 
a lag in the year ahead. By contrast, companies in the 
nonmetals field are becoming more hopeful. While 
almost half reported a lag last year, less than a quar- 
ter expect one in the coming year. 

Hardware companies report a marked improvement 
in their collections outlook, almost half having had 
trouble in the past year, but most looking for clear 
sailing in the coming year. 

On the other hand, while most metal companies in 
the survey do not expect a lag next year, a greater 
share of them expect a lag next year than have ex- 
perienced one in the past year. For example an in- 
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creasingly uncertain situation is evident in reports 
from automotive, foundry, special industrial machin- 
ery, and office equipment firms. 


Nonmetals 


Among nonmetal industries, food, leather, petro- 
leum, miscellaneous nonmetals, and textile reports 
showed improving collection prospects. Although five 
of nine food companies had a lag during the past year, 
only one expects a lag in the year to come. Textile 
company reports tell the same story, with the shift 
just as decisive. An executive commented: 


“Textiles commenced to slow in the late spring of 1951, 
and collections lagged during the period July through 
November, 1951. Collections improved considerably in 
the spring of 1952, and have continued satisfactory.” 


Of the seven textile companies reporting on the 
outlook for collections, only one foresaw a lag. 
Collection Activities Increased 


Reports indicate that while most cooperating com- 
panies have experienced no lag in collections, a lag has 
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Distribution of Gross Working Capital, 1951 and 1952 


Cash, Receivables, and Inventories as a Percentage of Their Total 


Receivables | Inventories 


1951 | 1952 | 1951 | 1952 


Companies 


Receivables | Inventories 


SS | SS) (| ee ESSeFEeEesF ff | | | 


Cash 
Companies 
1951 | 1952 
Metal Industries 
Air conditioning 
thee rns chee ies oer 8 16 
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Automobiles and equipment 
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Bisccerce 5 aaroniharctataro etre. 3 26 28 
CR ee eye » Soe saiere 22 16 
De Seen tals eine Bee 22 | 22 
Beryae te. arovegerexoyeiionn Sosoue.andasqers © is 25 
ES renee ats Ser ae 92 25 
CB emitted Geis tik oreo aheaea yc 47 35 
es Sree NC | 52 
DE Pees etaca te eee fe 37 
A Ty es chu acdcae ean hare 20 19 
Electrical appliances 
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Eee ee NC | 27 
I oO Secor com eee 17 16 
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Rees arava tebe cattel scene es su anes 19 21 
Electrical machinery 
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1D es aigopicicn Re: ene eee 18 20 
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Engines and turbines 
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Foundries 
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Nonmetal Industries 
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Distribution of Gross Working Capital, 1951 and 1952—Continued 


Cash, Receivables, and Inventories as a Percentage of Their Total 


Receivables | Inventories 


1951 | 1952 | 1951 | 1952 | 1951 | 1952 
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NOTE: Year to year comparisons shown here are valid. Company 
to company comparisons often are not, owing to variations in inven- 
tory evaluation and to inclusion of marketable securities with cash 
in some cases and not in others. 


in some cases been avoided only because management 
has taken decisive action to prevent one. An executive 
from a rubber company indicated that his company 
was scrutinizing new accounts more carefully and 
watching old ones more closely. In the same vein, 
a chemical company executive reports: 


“During the past twelve months we have not noted any 
lag in collections; however, we have devoted more energy 
to collections than in the previous year, by a closer follow- 
up of receivables through letters, phone calls, etc. That 
is probably the reason why we have not noted any partic- 
ular lag. Furthermore, we do not anticipate any serious 
trouble—so long as we are not suddenly faced with a 
serious business slump.” 


MAKEUP OF GROSS WORKING CAPITAL 


Three out of four cooperating companies have ex- 
perienced a change in the makeup of their working 
capital during the past year. Only two out of five 
companies able to forecast their ratios for the coming 
year expect any significant changes. 
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; Cash Receivables | Inventories 
Companies 


1951 | 1952 | 1951 
Mid. ices Ue Coa icn OTAm Seva NC | 48 | NC 


*Cash plus receivables = 5 

C—WNo change. Figure approximately the same as that for the other year. 
More—Percentage larger than that for the other year. 
Less—Percentage smaller than that for the other year. 


Of the reporting metal manufacturing companies, 
approximately forty increased cash, forty decreased 
cash, and twenty indicate cash is still the same pro- 
portion of total gross working capital as last year. 
The reports on receivables and inventories are almost 
identical. 


On the other hand more nonmetals companies in- 
creased cash as a percentage of total gross working 
capital than reduced it (sixty-eight to fifty-four com- 
panies). Forty companies report no significant change 
in the cash ratio. The exact inverse is true of inven- 
tories, sixty-eight companies reporting decline against 
fifty-four reporting increases; thirty-nine experienced 
no change. 

Nearly half of the reported changes were substantial. 
For example, an air conditioning manufacturer re- 
duced inventories as a percent of working capital by 
almost one third, and doubled cash. Conversely, a 
25% increase in the ratio of inventory resulted in a 
one-third reduction in the cash ratio of an electric 
appliance manufacturer. A foundry cut the ratio of 
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receivables in half to raise cash above 50% of gross 
working capital. And a hardware manufacturer cut 
receivables by more than half and quadrupled his cash 
ratio. On the other hand, some reported changes in 
ratios are trivial. For example, a petroleum company 
increased its inventory ratio from 62% to 63%, while 
the cash and receivables ratios each fell by less than 
one percentage point. 

During the past year a majority of reporting elec- 
trical, industrial machinery, and machine tool com- 
panies increased the portion of gross working capital 
held in cash. By contrast, steel and nonferrous 
metals industries saw most companies reduce their 
cash ratio. 

Among cooperating nonmetal industries, a majority 
of paper and textile companies increased the share of 
working capital held in cash. In only one case did a 
majority of cooperating companies in any nonmetal 
industry report decreases in the per cent of gross work- 
ing capital held in cash. 

A majority of companies in the heating and plumb- 
ing, instruments and controls, and steel industries re- 
ported a larger share of working capital in receivables 
now, as compared to the same time last year. On the 
other hand, most electrical and general industrial ma- 
chinery, railroad equipment, and miscellaneous metals 
companies experienced a drop in the proportion of 
funds tied up in receivables. Most textile companies, 
however, had a larger share of current assets in re- 
ceivables. 

Inventories, as a per cent of gross working capital, 
increased in most cooperating steel, nonferrous metals, 
and miscellaneous metals firms. A majority of ma- 
chine tools, hardware, heating and plumbing, and gen- 
eral industrial machinery firms experienced decreases 
in the ratio of inventory to total working capital. 

Among nonmetal industries, most chemical, paper, 
and textile companies reduced the part of gross work- 
ing capital held in inventory. 


INVESTING SURPLUS CASH 


What companies do about temporary excess cash 
not needed immediately to meet obligations or for 
reinvestment in the business, is a question which has 
often been raised by Conference Board Associates. 
The answer, based on this month’s survey, is that 
more than two out of three cooperating companies 
invest the extra cash in United States Government 
securities—almost entirely in short-term governments. 
The replies rarely showed a breakdown of short-term 
security investments, but the securities most fre- 
quently mentioned are Treasury bills, Treasury notes, 
and certificates of indebtedness. 

A large proportion of the Treasury bills and Treas- 
ury notes are the special tax anticipation issues which 
corporations purchase to offset their federal income 
tax liability. A typical case is that of a paper company: 


“We adopted a policy, prior to World War II when tax 
rates began to advance rapidly, to cover all current ac- 
cruals of federal income and excess profits taxes by the 
purchase of either tax anticipation notes, if available, 
or other short-term government paper, so that we are 
providing for subsequent tax payments at the time sales 
are made.” 


Holdings of other than United States Government 
securities were reported by less than one out of ten 
companies. A handful reported carrying commercial 
paper. A couple had municipals, and one company 
mentioned both high-grade bonds and “blue chip” 
equities. However, all of the companies reporting 
such holdings also report putting funds into govern- 
ments. 

Executives cooperating in the survey were quick to 
point out some of the problems encountered in han- 
dling a “surplus cash” investment portfolio. A com- 
pany in the electric appliance field stressed the im- 
portance of purchasing obligations having maturities 
which coincide as closely as possible with the dates on 
which funds are likely to be required for operations. 
An oil company executive indicated his company met 
this problem by taking care of short-term needs largely 
through Treasury bills, while longer-term require- 
ments are met by Treasury certificates of indebted- 
ness. Another executive stated: 


“We have been careful in cash forecasting to plan our 
flow of funds in such a way that we can obtain maximum 
return on short-term investments prior to the time at 
which the funds are required for capital expenditures. 
This has involved going beyond Treasury bills, and into 
longer commercial note obligations available in the market, 
at rates better than the Treasury bill rate. However, we 
have seldom gone beyond a one-year maturity for our 
short-term investments.” 


Anticipating the difficulties which might develop 
with a downswing in the business cycle, one paper 
company executive commented: 


“We maintain at all times an investment in either 
short-term governments or commercial paper or both, in 
an amount sufficient to meet maturities of funded indebt- 
edness due within one year plus interest on total in- 
debtedness for an equivalent period of time, so that in the 
event of a major change in business climate, we have a 
period of eighteen months in which to take any action 
which might be necessary in connection with financing.” 


Some companies keep all cash on deposit until it is 
committed and disbursed. They shun short-term in- 
vestments. And one out of five companies either had 
no surplus funds or said it had no policy in this 
regard. A leather company executive said succinctly: 
“As yet, we have never been faced with the problem 
of excess cash.” 

Lronarp R. Burcess 
G. CuarK THompson 
Division of Business Practices 
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PERSPECTIVE ON CANADIAN DEVELOPMENT 


By C. D. Howe 


Minister of Trade and Commerce, Dominion of Canada 


HEN I received a copy of the agenda for 

this meeting, I was particularly struck by the 

panel discussion on the outlook for foreign 
trade. Now, what I would be particularly interested 
to hear would be the views of Americans about trade 
with Canada. And yet, when I examined the agenda 
carefully, I did not find any special mention of trade 
with Canada. Eminent businessmen and economists 
are scheduled to speak on trade with western Europe, 
the sterling area and Latin America, all important 
areas but none of them including Canada. 

Perhaps the explanation, I thought to myself, is 
that, after all, while Canadian trade with the United 
States is important to us in Canada, it may be rela- 
tively unimportant to you Americans. So I looked 
up the trade figures and what did I find? I found 
that Canada is the largest customer of the United 
States. I found that the United States imports more 
from Canada than from any other country. I found 
that Canadian trade with the United States exceeded 
the trade of the United States with the whole of the 
sterling area and that it was about 70% of the trade 
between the United States and all the countries of 
Latin America. 


TRADING CONDITIONS GOOD 


Then, I thought, perhaps no special attention is 
being devoted to Canada because there are no prob- 
lems between our two countries comparable to those 
which affect trade between the United States and 
most of the rest of the world. I am glad to say that 
this is the case. Never before has there been such a 
wide area of agreement between our two countries as 
to trade policy. The best evidence of this is the fact 
that since prewar years our trade with you has in- 
creased seven times in value and three times in 
volume. 

I hope you will agree with me, however, that neither 
the United States nor Canada can afford to take the 
other for granted as far as trade is concerned. Trade 
between our two countries has not always been so 
flourishing. I can remember, and you can remember, 
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when our trade relations were very bad indeed— 
when there was a good deal of mutual suspicion and 
mutual distrust. 

Our trade is flourishing today because in recent 
years, and particularly in postwar years, Canada and 
the United States have been cooperating closely in an 
effort to reduce barriers to trade throughout the 
world. Our two countries learned our lesson that in 
the modern world no country can flourish nor can it 
avoid hard times by putting up barriers to trade. 
This great postwar effort to liberalize trade and to 
avoid the cut-throat game of trade reprisals has paid 
rich dividends for our two countries and for the world. 

Unfortunately, however, the job is not finished. 
While world trade has multiplied, so have trade re- 
strictions. You will, no doubt, be considering these 
questions at length this afternoon. All that I wish 
to say at this point is that when you are talking about 
foreign trade and its future, don’t forget your biggest 
customer—Canada; and don’t forget that you con- 
sistently sell more to Canada than you buy from 
Canada. 


CAN BE BETTER STILL 


While trade relations between Canada and the 
United States have never been better, they are 
capable of considerable improvement. The resources 
of this North American Continent are still not being 
used to best advantage even as between our two 
countries. True, we exchange our raw materials 
without serious restrictions, but can the same be said 
of manufactured goods and agricultural products? 
You know the answer to that question as well as I 
do. If our two countries are determined to play a 
full part in getting rid of the restrictions that so 
hamper world trade, we have a useful job of tidying- 
up to do in our own back yard. 

My theme is the economic development of Canada. 
Living here in Detroit, just a stone’s throw from 
Canada, many of you already know a good deal about 
my country and the people who live in it. In one way 
this is an advantage because it spares me the neces- 
sity of stating elementary facts that are known to 
you but might not be known to all Americans. At 
the same time, it is also a disadvantage. When a man 
travels abroad he gives himself some latitude in 
describing what things are like at home. He feels free 
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to exaggerate just a little bit and he forgets to mention 
some of the less palatable facts. But here in Detroit, 
I have to be just as careful as if I were on the other 
side of the river speaking to my friends in Windsor. 
Since I can assume a basic knowledge of Canada 
and since I am speaking to an audience trained to 
look beneath the surface of events, I am going to 
attempt an interpretation of recent economic develop- 
ments in Canada. 


SOME PEAK RECORDS 


First, let me bring you up to date on the state of 
the Canadian economy. As the year 1952 draws to a 
close, industrial activity, employment and income are 
at record levels. Our gross national product is running 
at an annual rate of over $23 billion, the highest rate 
in the history of our country. Our defense program, 
after two years’ buildup, is hitting its stride, and 
expenditures are running at an annual rate of close 
to $2 billion, or more than one third higher than a 
year ago. Consumer and capital expenditures are 
some 10% above the level of last year. Even though 
our foreign trade has been leveling off towards the end 
of the year, sales abroad will mark another record in 
1952. 

Most of our basic resources industries are running at 
peak levels, particularly those producing metals, news- 
print and hydroelectric power. In agriculture, we 
have just harvested the biggest crops in Canadian 
history. Our wheat crop alone was some 688 million 
bushels—over one half of your own crop. Our wheat 
harvest this year is over 250 million bushels above 
the average of the last ten years. 


FAST POSTWAR INDUSTRIAL GROWTH 


Since the end of World War II, Canadian industrial 
growth has been particularly rapid. Gross national 
product is currently—that is towards the end of the 
year—running at an annual rate of over $23 billion. 
The estimate for the gross national product for 1952 
as a whole will be a little lower because we, like your- 
selves, experienced some slackening in consumer 
spending and accumulation of inventories by business 
in the earlier part of the year. Also, our record crop, 
which has been of good quality, has only just been 
harvested. Between 1945 and 1952, our population 
has risen by 16% and our gross national product in 
real terms by over 20%. In the same period in your 
country, population rose by 12% and real gross na- 
tional product by some 10%. To maintain a proper, 
perspective let me add, of course, that compared with 
the United States, Canada is still a small country. 
Our population is still only 9% of yours and our 
national output about 614% of yours. 

What lies behind this great forward surge of national 
output and development in Canada? In a sense it was 
inevitable and only awaited a favorable conjuncture 


of events. The potentialities were here from the be- 
ginning, as Sir Wilfred Laurier, one of Canada’s great 
Prime Ministers, recognized when he predicted that 
the twentieth century would be Canada’s century. 

The Second World War gave the initial push for- 
ward, along the road to industrialization. Contrary 
to pessimistic forecasts, postwar demands, both at 
home and abroad, sustained the economy at a high 
level of activity. Before the postwar period of recon- 
struction and reconversion had ended, discoveries were 
made of vast resources of oil, iron ore, uranium, nickel 
and other minerals. Then came Korea and the con- 
sequent rearmament effort that created urgent new 
demands for many of the essential materials produced 
by Canada and that made it necessary to establish 
important new industries to meet the defense needs of 
the free world. 


WHY THIS IS CANADA'S CENTURY 


While under these conditions Canada was bound 
to advance, there was more to it than a favorable set 
of circumstances. The first point I would make is that 
these great advances in material well-being have been 
attained within a framework of free enterprise and 
free competition. Much is made by Communist 
countries of their five-year plans. Because of the 
Iron Curtain, none of us knows what has actually 
taken place in those countries. But I would stake my 
reputation that they have not surpassed the records 
established by Canada, where people make their own 
plans within the limits of the law. These terms “free 
enterprise” and “competition” are hackneyed phrases. 
I use them at this time because I believe that they do 
describe pretty accurately the sort of conditions that 
have prevailed in Canada in recent years. 

I might express the point I have in mind in another 
way. The expansion of my country has not been 
directed by governments. It is not the result of sub- 
sidies or artificial stimulation. It is not of the “hot 
house” variety, hiding behind new trade barriers, and 
unable to meet world competition. It is the result, 
in the main, of the efforts and investments of private 
individuals and companies who were prepared to work 
hard and to take risks. 

On the other hand, the role of government in 
Canada has by no means been negative or unimpor- 
tant. Nor could it be. The creation and maintenance 
under present-day conditions of an environment favor- 
able to sound economic development within a free 
society is a problem of the greatest complexity. In 
many ways it is much more difficult to govern a society 
of free men than it is to run a regimented state. 

To illustrate the general policies of the Canadian 
Government during this recent period of expansion 
and prosperity, let me direct your attention to three 
important issues—price control, fiscal and monetary 
policy, and trade policy. 
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First, the question of price control. The Canadian 
Government made an outstanding success of price 
control during the Second World War. When the war 
ended, however, the government proceeded to remove 
the controls in an orderly fashion, until within a rela- 
tively short time they were all gone. The steady 
removal of controls took courage, for there were many 
who advocated their retention for an indefinite period. 
Looking back, it can now be seen that the decision to 
remove controls when the war was over was a turning 
point. It clearly marked the course that Canada was 
prepared to follow—towards a vigorous, flexible econ- 
omy, and away from a bureaucratic economy. 

About two years ago, the advisability of introducing 
price controls had again to be considered. If all-out 
war had come at that time, I have no doubt that 
price controls would have been put into effect in 
Canada without the slightest hesitation. But that 
kind of war did not come and the pressure for price 
controls was resisted. For a time, prices in Canada 
rose somewhat more quickly than they did here in the 
United States where price controls were reintroduced. 
For the past several months, the Canadian cost of 
living has declined sharply while the United States 
index is close to its highest level. The Canadian index 
is now about as low in comparison with the American 
index as it was in mid-1950 before wars and rumors 
of wars began to affect prices so violently. 

While direct price controls were not adopted, the 
Canadian Government has fully realized the impor- 
tance of fighting inflation, and of maintaining a high 
degree of confidence in the Canadian dollar. This it 
has striven to do by its fiscal, monetary and credit 
policies. 


STEPS INSPIRED CONFIDENCE 


I am not suggesting that the financial policies of 
the Canadian Government were all that they might 
have been. At home in Canada there are critics who 
find plenty to criticize. Nevertheless, one of the 
reasons why Canada has gone ahead as she has is that 
fiscal and monetary policies were such as to inspire 
confidence and encourage sound enterprise. Let me 
put before you just one comparison that indicates, 
perhaps better than any other, the kind of policies 
that have been followed and the kind of results that 
have been achieved. Every fiscal year since 1946, 
the Canadian Government has closed its accounts 
with a surplus. Within that six-year period, the net 
debt of the government has been reduced from 
$13,421 million to just over $11 billion, or by 
roughly 17%. 

The achievement of these results involved the im- 
position, from time to time, and particularly follow- 
ing the outbreak of hostilities in Korea, of heavy— 
and I need hardly say, unpopular—taxes. For Canada 
is playing its full part in the defense of the free world. 
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In so far as possible we were determined, however, to 
meet both the ordinary and the defense expenditures 
of government out of current revenues. We have suc- 
ceeded so far and as a result are in a better position to 
meet whatever may be ahead, be it peace or war or a 
continuation of the present uncertainty. 

A good deal of capital has come into Canada from 
the United States in recent years to help in the devel- 
opment of our resources and our industries. That 
capital came because of the opportunities for profit- 
able investment. It came, also because investors had 
confidence in the financial integrity of Canada and in 
the strength and stability of our currency. 


CHOSE WORLD ROLE 


Now I come to the third major decision in the field 
of economic policy that has had a major influence on 
Canadian development in recent years—that affecting 
trade. At the end of the war, a fundamental choice 
had to be made between what might be called a timid 
policy and a bold policy. I might define the timid 
approach as being based on fear of competition. It 
counseled the taking of few chances—the preservation 
of existing markets rather than the development of 
new markets. The bold approach was to proceed con- 
fidently in the belief that Canada could grow and 
prosper only if she showed herself willing to trade 
with all parts of the free world. Canada chose the 
bold approach. 

We entered at once into trade negotiations designed 
to reduce barriers to trade, and we pledged ourselves 
to follow nondiscriminatory trade practices under the 
aegis of the General Agreement on Tariffs and Trade. 
Our foreign trade service was strengthened. Loans 
were extended to assist overseas countries that were 
prewar markets for Canadian products to get back on 
their feet after the war. Active steps were taken to 
encourage imports from countries which were experi- 
encing difficulties in earning dollars. During the 
whole period of our rapid expansion, there have been 
no increases in the Canadian tariff. 

This bold approach has paid handsome dividends. 
Canadian trade has attained remarkably high levels 
and our goods are moving in volume into markets 
throughout the world. Without this thriving trade 
the pace of our economic development would have 
been slower, for, in spite of the growing domestic 
market, Canada is about as dependent upon external 
outlets as she has ever been. 


Is IT A BOOM? 


What does the future hold for Canada? Is the 
period of rapid expansion drawing to an end? What 
would happen to Canada if there were a recession in 
the United States? I do not know the answers to these 
questions. Here in the United States, in your news- 
papers and popular magazines, I often see reference to 
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the Canadian “boom.” In my country there is, in fact, 
very little of what might be described as boom 
psychology. 

It is more accurate, I suggest, to say that Canada is 
growing—not booming. 

Our growth has been stimulated by favorable ex- 
ternal factors, by increased demands for the products 
of Canadian farms, factories, forests and mines. It 
will continue to be affected by these external factors. 
On the other hand, to a large extent the recent expan- 
sion is independent of external conditions. It rests 
upon discoveries and developments which enable 
Canada to compete for an increasing share of Canadian 
and world demands, particularly for such basic prod- 
ucts as oil, petrochemicals, iron ore, aluminum, 
uranium, nickel, and so forth. That is one reason why 
the growth of Canada has been so steady in postwar 
years and why Canada managed to avoid the sharp 
recession that took place in the United States in 1949. 


SEES LONG-TERM EXPANSION 


We are still in the midst of this basic development. 
Enough is known of the plans of the manufacturing, 
utilities and mining sectors of industry to support the 
view that total capital expenditure will continue at a 
high level in Canada for several years to come. Look- 


TWO-MONTH DECLINE 


HE COST of the housewife’s market basket 
in October slipped another fraction (0.1%), 
according to THe ConrerENcE Boarp’s index of 
consumers’ prices for ten large cities. This is the 
second consecutive monthly decline, and, as in 
September, is largely attributable to falling food prices. 
The all-important food component registered a 5% 
drop over the month, which brought it to 236.5 
(January, 1939=100). Lower beef prices were re- 
ported, in line with the normal fall seasonal pattern. 
General decreases were also noted for pork cuts, veal, 
lamb and chicken. Price movements recorded in the 
index for fats and oils were generally mixed. Butter 
and lard followed the downward trend, while mar- 
garine prices were slightly higher. 


STILL HIGHER THAN YEAR AGO 


Fresh fruit and vegetable prices continued down- 
ward, with potatoes, sweet potatoes, cabbage, spinach, 
lettuce and bananas leading the way. Slight increases 
reported for green beans, onions and oranges were 
not large enough to balance the declining side of the 
ledger. No trend was indicated by the generally 
mixed price fluctuations evidenced in canned items. 


ing further ahead, I am equally confident that Canada 
will continue to grow and expand. For Canada today 
is a strategic supplier of many of the commodities 
needed in the free world; and as standards of living 
of the peoples of the free world rise, the demands on 
Canadian resources are bound to grow. 

This does not mean continuous and universal pros- 
perity for Canada, come what may. We are highly 
sensitive to fluctuations in demand outside our borders 
and particularly here in the United States. Some ups 
and downs in general business and in particular indus- 
tries are well-nigh inevitable. These temporary fluc- 
tuations, however, will not, in my judgment, offset 
the underlying strong upward trend in Canada. 

As far as the Canadian Government is concerned, 
we are proceeding on the assumption that, notwith- 
standing ups and downs in business conditions, Canada 
will continue to grow and expand. One indication of 
our confidence in the future is that Canada has no 
hesitation about proceeding immediately with the 
building of the St. Lawrence seaway project, includ- 
ing both the power and the navigation aspects. 

I cannot believe that, for Canada, continued growth 
and expansion is an unduly optimistic assumption. It 
is the only safe and sensible assumption, in light of 
any fair analysis of our situation. 


IN CONSUMERS’ PRICES 


The food index was still, however, 1.9% above 
October a year ago. 


A general price advance in coal and coke was re- 


How Hours and Earnings Compare 


AVERAGE 
WEEKLY 
EARNINGS 
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1939 42 "45 "48 *5| 1952 
Production workers, 1939-1952 
Sources: Bureau of Labor Statistics; The Conference Board 
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Consumers’ Price Index for Ten United States Cities, and Purchasing Value of Dollar 


Index Numbers, January, 1939 = 100 
aa a ee es 


Weighted 


Clothing 


Date A f| Food | Housing! By | ae 

Wie be ‘00 ‘ousing’ Sundries pu “- 

1951 October............. 176.0 | 232.1 118.8 166.3 56 8 
November.......... 178.2 | 236.8a 119.9 167.9 56.1 
December...........] 178.8 | 236.7b_ 120.8 170.3 55.9 

Annual average...... 174.5 | 229.3 116.9 | 152.2! 168.8| 138.7 | 181.7 | 89.8 | 103.7 | 170.8| 166.8| 67.3 
1952 January............ 179.0 | 287.5 120.9 170.1 55.9 
February........... 176.3 | 230.7c 121.1 169.0 56.7 
March seein ete ates 176.7 | 231.0d 121.2 170.1 56.6 
IA DEI aclat tenet ese 178.4 | 234.3 121.4 172.1 56.1 
May Ne etc os ee-| 178.9 | 236.6e 121.5 172.2 55.9 
DUNC Gace sok Caen 179.0 | 237.0f 121.5 172.3 55.9 
Dulyaetaee ak. eek. 180.4 | 239.8 121.7 173.6 55.4 
August rrdows-s. siecje% 180.9 | 240.69 122.1 174.0 55.3 
September.......... 180.0 | 237.7r 122.2 174.0 55.6 
October.............] 179.8 | 236.5 122.7 174.4 55.6 

Percentage Changes 

Sept., 1952 to Oct., ea 0.1 0.5 +0.4 -0.3 0 | 0.5 +1.3 0 | 0 0.5 | +0.2 | 0g: 

Oct., 1951 to Oct., 1952....] +2.2 +1.9 +3.3 -3.6 4.2 3.2 +2.2 +2.7 +1.1 -3.38 +4.9 2.1) 

1 Rents surveyed quarterly in individual cities b Based on food prices for Dec. 12, 1951 e Based on food prices for May 14, 1952 r Revised 


1 Includes electricity and gas 
@ Based on food prices for Nov. 14, 1951 


sponsible for a 1.3% rise in the fuel index since Sep- 
tember. This was the largest single monthly rise of 
any component. Continuing its slow advance, the 
rent index crept up .4%. Although the sundries index 
moved up only .2% over the September figure, the 
impressive increase of 4.9% since last October tops 
the list of “over-the-year” price rises. 

The clothing index moved downward, with prices 
of men’s clothing holding generally unchanged and 
women’s clothing making a further decline of 5%. 
The downward trend of housefurnishings prices, which 
had tapered off during the past quarter, was resumed 
with a .5% drop over the month to make a total drop 
of 3.3% since last October. The purchasing value of 
the dollar now stands at $.556 in terms of the 1939 
dollar. 


STRIKES UP IN SEPTEMBER 


Work stoppages in September topped those of 
August, according to the Bureau of Labor Statistics. 
The number of workers involved did not increase 
greatly, but the number of man-days idle was almost 
50% higher. The Bureau estimated the number of 
man-days lost in September at 3.2 million. 

The largest strike affected the International Har- 
vester Company, and involved 25,000 workers. Two 
other large strikes were those at the Lockheed Air- 
craft Corporation (23,000 workers) and the Douglas 
Aircraft Company (11,000 workers) . 

Since January 1, the number of workers involved 
and the number of man-days idle have exceeded those 
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ce Based on food prices for Feb. 18, 1952 
d Based on food prices for March 12, 1952 


Ff Based on food prices for June 16, 1952 
g Based on food prices for Aug. 18, 1952 


of recent years, including the average for the years 
1947-1949. The number of man-days idle for the first 
nine months of this year amounted to 48.5 million. 
This compares with 17.5 million for the same period 
in 1951 and 33.3 million for 1950. 

The average work week for production workers in 
September amounted to 41.1 hours. In August of 
this year and in September, 1951, it consisted of 40.5 
hours. Since August there was no outstanding in- 
crease in the average week for workers in durable 
goods industries (despite defense work) as compared 
with workers in nondurable goods industries. 

Earnings of production workers have outpaced the 
number of hours put in on the job (see accompanying 
chart). Hours worked in 1939 averaged about forty- 
two, with the production workers making approxi- 
mately $24. Comparable figures for today are about 
forty-two hours and $69 for the week’s work. 


Tuomas A. FirzcGERALD 
Ouive E. VaAuGHAN 
Statistical Division 


Asset Accounting—The authors take the view that the 
study of assets is in large part the study of costs and since 
“the crucial problems of income determination are in the 
cost area, a thorough inquiry into asset accounting appro- 
priately includes attention to a wide range of questions 
concerning the reckoning of net earnings.”—William A. 
Paton and William A. Paton, Jr., The MacMillan Company, 
New York, 1952. Price $5. 
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Where the Nylon Goes 


140 


Y OTHER 
120 MILLIONS OF POUNDS EXPORT 


TIRE CORD 


100) 


BROADWOVEN 


FABRICS 

OTHER 

KNITWEAR 

— << MEN'S HOSIERY 
oneneee | WOMEN’S 
EWN ERS HOSIERY 
SOR NSO POCKEN 
1940 ‘42 ‘44 46 ‘48 '50 ‘s2* 


41ST HALF AT ANNUAL RATE 
© FIGURES BEFORE 1950 NOT AVAILABLE 


Sources: Department of Commerce; National Association of 
Hosiery Manufacturers; The Conference Board 


ESPITE a tripling of nylon production in the 
D last five years, the first of the miracle fibers still 
remains under tight ration. Current nylon output 
is about 150 million pounds a year, well above the 
estimated 115 million pounds turned out in 1951 
and the below-100-million pound rate before Korea. 
Contemplated expansion of du Pont’s nylon facilities, 
plus new capacity currently under construction by 
the Chemstrand Corporation,! could boost the output 
rate well over 200 million pounds annually sometime 
in 1953. 

A large part of the rapidly growing output has been 
going into military items. A survey for 1951 indi- 
cated that half of all nylon woven fabrics were finished 
against military contracts.? Adding in nylon tire cord 
for military aircraft tires and miscellaneous items, 
such as nylon staple for uniforms, parachute strap- 
ping, and target tow rope, brought total military use 
of nylon in that year to between 35 million and 40 
million pounds, or to about a third of total output. 
Current military use is doubtless less, both in pound- 
age and percentage terms: civilian supplies have risen 
from 75 or 80 million pounds in 1951 to upwards of 
120 million pounds currently. 


TWELVE YEARS OF GROWTH 


Thus projected increases in capacity, coupled with 
expected declines in military uses, would seem to 
point to a rapid closing of the gap between civilian 
supply and demand.? But expansion plans are re- 


1Under license from duPont, Chemstrand’s 50-million-pound plant 
is expected to be in full production by 1954. 
3Mainly for parachute cloth. 


*The current gap is reflected in a reported premium on nylon in 
secondary markets of 30% or more above mill price levels. 


MORE NYLON 
FOR MORE USES 


portedly still tentative. And du Pont’s nylon patents 
terminate in 1955, and hence the firm’s expansion 
policies are certainly backed by caution. Also, with 
new military uses of nylon being developed rapidly— 
the nylon bullet-proof vest, for example—large 
amounts of the fiber could shift from civilian markets 
to military uses on short notice. On the other hand, 
a good deal of the current demand pressure stems from 
the spectacular shift to nylon fabrics in dresses, 
blouses and lingerie during the past year or two. The 
test of consumer wear will soon determine whether 
these newer fabrics can hold their position in the 
women’s wear field against lower-priced cotton and 
rayon once the novelty appeal of nylon wears thin. 


The first nylon to come into commercial use in 1940 
went almost wholly into women’s full-fashioned 
hosiery. And by the time of Pearl Harbor, the new 
fiber had taken a fourth of the full-fashioned market 
formerly controlled by silk. 

Back in consumer markets after the war, the fiber 
soon dominated the women’s hosiery field. By 1946, 
65% of full-fashioned hose were nylons; and by 1949 
virtually all full-fashioned and seamless hosiery was 
made from nylon. Since 1948, filament requirements 
for women’s hosiery have hovered around 25 million 
pounds a year.! 


MORE FOR THE KNITTERS 


With the fiber demands of the women’s hasiery 
knitters reaching a plateau, the increasing production 
of nylon began moving into other uses. Spun nylon 
became an increasingly important fiber in men’s socks. 
Over 6 million pounds will go into men’s hosiery this 
year, compared with less than 2 million in 1948. 
Nylon made its appearance in other knitwear in 1947, 
and, by 1951, consumption amounted to nearly 18 
million pounds. This year, the amount consumed 
will probably be well in excess of 20 million pounds. 
Outerwear producers consumed close to 6 million 
pounds of nylon yarns and fabrics in 1951, a large 
part of which was knitted into women’s and girls’ 
sweaters.?, The more than 10 million pounds of fiber 


1The number of pairs of hosiery produced has increased since 
1948, but the trend toward sheerer fabric has resulted in a significant 
decline in fiber requirements per pair of stockings. 

*Nylon accounted for one fourth of total women’s and girls’ 
sweater output in 1951. 
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and fabric used by underwear producers went almost 
wholly into women’s wear. 

But the most significant widening of nylon use has 
come from the rapid increase in the output of items 
cut from woven fabrics—lingerie, blouses, shirts, 
dresses, etc. Only 33 million linear yards of 100% 
nylon fabric came off weaving mills in 1948. Output 
jumped to 93 million yards in 1949, and up to an 
annual rate of 270 million yards? in the second quarter 
of 1952. The growth in nylon blends has also been 
great, though not nearly so spectacular. 


INTO THE WOVEN FABRICS 


Nylon woven fabric first took hold in lingerie. Be- 
tween 1948 and 1949, nylon’s share of slip cuttings 
climbed from 2% to 6%. In 1951, the figure was 8%. 
Nylon nightgown production jumped from 50,000 in 
1948 to 700,000 in 1949. Cuttings were more than a 
million in 1951. 

The most rapid advances in nylon fabric use have 
come within the last year or two, when it became im- 
portant in the dress and blouse industries. During 
the first quarter of 1952, more than a million dresses 
were cut from nylon fabric, compared with only 261,- 
000 during the first three months of 1951. Nylon 
blouses have moved into prominence just as spec- 
tacularly. Over a half million dozen were cut in the 
first quarter of 1952; three times as many as were 
turned out in early 1951. A sixth of all blouses now 
being made are nylon. 

In total, about 47 million yards of nylon fabric were 
cut into a large variety of women’s wear in 1951. 


In the men’s wear field, nylon has not made the in- 
roads experienced in women’s wear. Nylon shirts 
have been on the market for several years, but have 
not, as yet, gained wide consumer acceptance, though 
sport shirts of nylon sold well during the summer of 
1952. Men’s nylon shirt, underwear, and pajama 
output took about 9 million yards of fabric in 1951. 


1A small amount of knitted nylon cloth went into gloves, netting, 
and bathing suits. 
2Includes parachute cloth. 


Nylon Woven Fabrics Finished in 1951! 
Millions of Linear Yards 


Filament Other 


Classification Total Nylon eget 
(100%) | aaore Nylon) 
Notaler.. erga. stir. cuter eros © eysilene 166.1 121.4 44.6 
DMilitaryar- ters oer aecolan igre «xeaicl- 82.1 60.0 22.1 
Apparel : 

omen’s and children’s........ 46.6 29.1 17.5 

Men’s and boys..........-.--- 9.1 6.5 2.7 

Drapery, curtain and upholstery..| 20.6 20.3 3 

Otherwise. oo eee ae oa al ee 7.5 5.5 2.1 
Note: Components will not necessarily add to totals because of rounding. 


MA zt 
Accounts for approximately three fourths of total production off the loom. 
Source: Bureau of the Census 
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Projecting Nylon Demand 
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Millions of pounds 
Source: President’s Materials Policy Commission 


Nylon is also being used quite extensively in 
drapery, curtain, and upholstery fabrics. Nearly 17% 
of finished 100% nylon fabrics went for these uses in 
1951 (see table). 


STILL A LUXURY ITEM 


Despite the wide gains in use since the end of World 
War II, nylon is still a luxury fabric. Production is 
an expensive process, and constant research is being 
directed toward cost reduction. Current yarn prices 
quoted by du Pont range from below $2 to $7 a pound, 
depending on denier and other characteristics. (The 
popular 15-denier filament is quoted at $6 a pound.) 


When supplies begin to catch up with demand, nylon 
will have to compete pricewise with the large variety 
of newer synthetics coming on the market as well as 
with rayon, acetate and the natural fibers. According 
to the President’s Materials Policy Commission de- 
mand for nylon can be expected to reach 300 million 
pounds in 1960 and to rise to 800 million pounds by 
1975.—A. G. 


Business Book Shelf 


Depreciation Adjustments for Price Changes—The sixth 
in the series of effects of taxation dealing largely with the 
problems arising from the difference between depreciation 
on original cost and on replacement cost.—E. Cary Brown, 
Graduate School of Business Administration, Harvard Uni- 
versity, Boston, 1952. Price $3.25. 

Corporate Financial Policy—The fifth in a series of studies 
on the effects of taxation emphasizing the many institu- 
tional and psychological variables that enter into the 
making of financial policy—Dan Throop Smith, Graduate 
School of Business Administration, Harvard University, 
Boston, 1952. Price $3.75. 


Chart and Table Feature 


TOTAL CONSTRUCTION COSTS UP 


Construction Cost Indexes: 1947-49=100 


Deve eet pumerican Seccielye 
ras: enera. 
oe ee Crepes Contractors 

TOTS ae envctte « o eierseic cuss etaetans 28.3 21.5 80.9 
LOUG Ber stietiais ese secesrenseer 31.3 24.7 85.3 
VOU oiacceales.steisyaieerria ee wieiets 38.6 30.4 47.0 
VOUS Mec ciatcschore sreoeels ois eroreys 45.9 37.7 54.1 
OID Foe wate ccereserieie syanss 51.8 48.7 61.2 
EOQO He onickaste Sevetss Giclee she 63.8 60.2 76.4 
LOG irene tats ate atererciaieliele Giantess 61.5 46.0 61.9 
OG er eacaienttenche.s\'stoiaualevelers iets 47.0 42.6 56.9 
MOPS eee cc rt scejovers scares ea ap elae 51.9 47.7 62.2 
1D teiaitoraina pmiocininenas 51.6 47.2 62.5 
NORD crertererecceensiaere ater se wiel'e\evercts 50.7 46.2 61.5 
TOQC RS cpenavsie Hoke rensnsvorecciwiayexes 50.7 46.2 60.9 
ie iepas Seoue gos oo vadeoace 50.4 46.2 61.9 
Te rele odio Oo cad win oo nO Co oe 50.3 46 .2 61.5 
VOQO Der occas ces 51.5 46.2 62.8 
IOSOE oases clylote nse wae 49.8 42.6 61.9 
OLE Soaeen oa ceepcroneeree 45.6 37.9 60.6 
ROSS Mrcty ce rcroresmucrere votive of oak 39.3 33.0 52.9 
MOSS We itetece set ersteiates Wisiarsicvenn.c 42.9 31.9 50.4 
DOSS Sire reversse-ocecers + everers eveleneaile 47.5 34.3 55.1 
TOSS vere ssvsavis so Deteecinis oe 46.2 84.5 54.4 
TOSGMee ese sninceetect sss: 47.8 86.2 55.4 
LOST rete toile seisesteie craic 51.0 42.1 58.1 
AS Tees A nen SCR OO oe 51.2 42.3 58.5 
OSS rgercpereerresuarcrsiccsteveueiesosu0 48.7 42.6 58.1 
TOL Merete lce acre cieces oes 49.7 43.4 58.4 
LOAD ee es Sok setae ose ease 53.8 46.2 61.1 
OG escapes states sys prepetoueiayss oie 60.9 51.3 64.8 
WQAS Tote ts cesses ares 64.6 53.6 66.9 
1944 See ete eee ea 64.3 55.5 69.1 
UR Reis ORS O DI Co oe 66.6 57.7 71.4 
W946. ices cava caeacens s.¢ 76.5 68.5 79.4 
TOS TEN, Honjer Wal tioleieiarcee aoc: 93.2 91.5 91.6 
OAS) roves, cucsose ts oeane are iteterousis 104.1 104.3 102.5 
OSG ee esis see shi cars 103.1 104.3 105.8 
1950283. Poe ae ce eekhes 106.7 106.4 110.4 
DUS a a crocc eo coin Sa eicrncters 115.8 113.1 116.7 
1952s Janttary... cme ae ce 118.2 115.3 117.5 
February... cscs. os 118.1 115.5 116.9 
Marche .gt concen se: 118.4 115.7 116.9 
April joes scien 118.9 116.0 117.2 
Maye. tea. ccecsctens 119.6 116.6 117.8 
DUNE Neos cio ios sees 120.8 117.0 118.1 

Duly eerecich costars 122.0 118.1 120.9 
PANIQUSES eters) cicrene sta stasis 122.6 118.7 121.5 


NOTE: The data in this table are revisions of those which appear 
on page 406 of The Economic Almanac for 1951-52. 


The Department of Commerce composite cost index is an implicit index computed 
by dividing the total estimate of new construction activity in current prices by the 
total expressed in 1947-49 prices. Since the total in 1947-49 prices is obtained by 
adding the estimates for the separately deflated classes of construction, the composite 
cost index is the equivalent of a variably weighted index, reflecting changes not only 
in the component indexes, but also in the relative importance of the major classes 
of construction which are used as weights. 


American Appraisal Company indez is compiled on the basis of a detailed bill of 
quantities of materia] and labor required for typical frame, brick-wood frame, brick- 
steel frame, and reinforced concrete buildings with allowances for contractor's over- 
head and profit. Workmen’s compensation and liability insurance, unemployment 
insurance, and old-age pension factors are included. The indexes cover the structural 

rtion of the buildings, but do not include the fixtures such as plumbing, heating, 
ghting, and elevators. 


Associated General Contractors index is a combination of indexes of wages and 
materials, Wages used in computing this index are for hod carriers and common 


Source: Department of Commerce 
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Engineering News-Record 


E. H. Boeckh and Associates 


‘Apartments, Commercial 
Hotels, and Office} and Factory 
ildi Buildings 
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laborers, and the material prices are those for sand, gravel, crushed stone, portland 
cement, common brick, lumber, hollow tile and structural and reinforcing steel. 


.E. H. Boeckh and Associates indexes are based on cost indexes for ten t of 
buildings. The items covered include current local prices for common brick, com- 
mon lumber, portland cement, structural steel, common labor, brick masons, car- 
penters, structural iron workers, plasterers, and miscellaneous which includes ma 
specialized items such as heating and Basti eee int, glass, and hand 
ware. The cost indexes for the ten types of buildings have been consolidated into 
three series as follows: Residential index—unweighted average of indexes for frame 
residences and for brick residences; apartment, hotel and office building index— 
unweighted average of the indexes for brick and wood, brick and concrete, and 
brick and steel apartment, hotel, and office buildings; commercial and factory build- 
ings index—unweighted avera of the indexes for frame, steel, ‘brick and wood, 
brick and steel, and brick and concrete commercial and factory buildings. 


Engineering News-Record indexes. The construction cost index is based on costs 
of steel, cement, lumber and the common labor w rate paid in construction, 
weighted according to their relative importance. The index of building costs is 
identical with the index of construction costs for all the components except wage 
rates. In this index, skilled wage rates are substituted for common labor wage rates. 
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School Enrolment Way Up 


Year-to-year change in enrolment 
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W eesti defense spending eases off, and the last 


vestiges of materials problems disappear, 

public construction may well become a more 
significant area of federal, state and local spending 
than it has been in several decades. 


This may be especially true if civilian demand does 
not take up any slack resulting from a downturn in 
defense activity. But the state of the nation’s pub- 
licly owned facilities strongly suggests a high level of 
public construction even if no antirecession objectives 
are involved and even if such activity is in general 
restricted to the kinds of construction that have be- 
come more or less traditionally a public function— 
roads, schools, certain types of institutional buildings. 


On a per capita basis, expenditures for public works 
have remained fairly high for the past three decades, 
despite the effects of depression (on government rev- 
enues) during the Thirties and of shortages of mate- 
rials during most of the Forties. Public facilities have, 
nevertheless, been losing ground, partly because of 
obsolescence, partly because of the increasing require- 
ments of a growing nation, and partly because of 
rapid technological advances and a concomitant rise 
in the standard of living. 


Since they hinge upon subjective standards of 
adequacy, estimates of public works requirements 
need to be treated with caution. Public expenditures 
—and particularly expenditures for public works— 
react to a set of demand factors very different in kind 
from those that produce activity in the private sector. 
Business can measure the adequacy of its plant by 
its sales, or, perhaps more significantly, by its profits. 
No such simple financial criteria of need are available 
for public facilities. Even apart from the question 
of antirecession policy, which complicates the out- 
look for all public works, there is no easy approach to 


THE POTENTIAL 
OF PUBLIC WORKS 


the problem of measuring the nation’s “demand” or 
“need” for new roads or new schools. However, avail- 
able figures do yield some conception of the potential 
for public construction activity in the years immedi- 
ately ahead. 


IN THE SCHOOL AREA 


The need for additional educational facilities is one 
of the more obvious demands on public funds to be 
met during-the current decade. During the Thirties, 
declining school enrolment, in addition to shortages 
of funds, curbed the school-building programs of the 
nation. And, during much of the Forties, shortages of 
materials prohibited any extensive school construc- 
tion or modernization program. Consequently, the 
Fifties have inherited a serious shortage of educational 
facilities. Although actual estimates of needs vary 
with the criterion of adequacy used and the popula- 
tion projection employed, there is general agreement 
that the need is substantial and pressing. 

Twenty per cent of all city school buildings in 1948 
were from fifty to eighty years old. Many of these 
buildings were then—and are today—hopelessly over- 
crowded, and becoming more so every day. A sur- 
vey made in January, 1950, showed that, in 75% of 
the cities in the more-than-500,000 population bracket, 
half-day sessions were common. A large number of 
school districts were using basements, corridors, tem- 
porary buildings and rented quarters to accommodate 
overflows. The National Education Association has 
reported that, in the 1950-1951 school year, at least 
300,000 pupils were not obtaining an adequate educa- 
tional program because of a shortage of teachers 
and buildings. 

Aside from the present inadequacy of the existing 
school plant, trerids in population and in minimum 
educational requirements are pointed sharply upward. 
Elementary grades are expected to reach an all-time 
high in enrolment in 1956-1957, with nearly 27 million 
students. Secondary schools may reach a peak of 
more than 8 million students in 1959-1960. These 
figures compare with a 1951 enrolment of 21.8 million 
in grammar school and 6.8 million in high school. 

Present deficiencies in the educational system, ac- 
cording to the United States Commissioner of Educa- 

1United States Bureau of the Census. 


BUSINESS RECORD 


tion, together with the increases expected in student 
enrolment, call for a school-building program of about 
$10 billion over the next eight years, or between $1.2 
billion and $1.3 billion a year. This is approximately 
the rate that has prevailed in 1951 and 1952. 


ON THE HIGHWAYS 


Perhaps the most glaring need in the field of public 
works is for replacements, additions, and improve- 
ments to the nation’s highway system. Public and 
private agencies alike have agreed that the losses sus- 
tained each year in man-hours and property damage 
attributable directly or indirectly to inadequate high- 
ways, are enormous, and demand a major improve- 
ment program. In the early part of this year the 
American Association of State Highway Officials esti- 
mated that 75,000 miles of the surfaced highways 
of the nation do not meet requirements for adequate 
service, and that an expenditure of $32 billion would 
be needed to bring all elements of the primary high- 
way system up to standard. 

In addition, new roads to take care of normal 
growth in traffic over the next ten years would cost, 
according to one estimate, about $4.0 billion a year in 
1947-1949 prices (or about $4.3 billion in terms of 
1951 prices). And maintenance expenditures, plus the 
expenditures necessary to replace older roads, could 
come to another $2.5 billion a year. All of this (assum- 
ing that the $32 billion to bring the existing system 
up to standard were to be prorated over the next ten 
years) could conceivably result in a total expenditure, 
over the next decade, of roughly $100 billion, or $10 
billion a year. 

This tremendous accumulation of needs stems from 
the severe curtailment of the nation’s highway build- 
ing program during the war years and from the delays 
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(some of them unavoidable) involved in planning the 
expansion of the system in the postwar period. An- 
other factor was the general underestimation, at the 
end of the war, of the enormous strain on the road 
system that would develop when the stock of vehicles 
recovered to a normal relationship to income and 
population. In terms of 1947-1949 dollars, expendi- 
tures for new highway construction fell from an aver- 
age of $2.2 billion in the 1935-1939 period to less than 
$.5 billion in 1944. And, although the rise in highway 
construction expenditures in the postwar period was 
sharp, the $2.0 billion mark was not reached until 
1949. At the same time, the number of motor vehicles 
on the roads soared from 31.0 million in 1939 to 51.9 
million in 1950. 

Plans and programs have been drawn up to meet 
some of these needs. To name just a few of the an- 
nounced projects, the State of Illinois is planning 
$100 million worth of highway construction; Minne- 
sota is planning a $500-million program; the city of 
Washington, D. C., alone is planning a $96-million 
program for the next eight years. The total backlog 
of proposed highway construction, as reported by 
Engineering News-Record, runs to $5.6 billion for 
streets and roads and $2.0 billion for bridges and 
tunnels. About $330 million worth of the latter is 
currently under way. 

Over the next decade, provided the necessary ma- 
terials are available, there is little reason to doubt 
that expenditures for new highways will rise well 
above the current level of about $2.4 billion a year. 
And the existence of a substantial and widely recog- 
nized backlog of needs suggests that if business con- 
ditions were to warrant a resort to antirecession 
spending, new highway construction plus maintenance 
expenditures could rise to virtually double the current 
rate of about $3.9 billion. 


AS DEFENSE CONSTRUCTION EBBS 


The future of defense construction itself depends, 
of course, on international conditions. In the event 
of a downturn in defense outlays, there is no ques- 
tion that purely military and naval construction 
would be cut back substantially. In fact, even with 
stabilization of defense expenditures, military con- 
struction could not be expected to continue at today’s 
levels. Almost all the expenditures in this direction 
represent capital outlays for facilities that will be 
available for years to come. Only under a program 
of accelerating defense activity would expenditures for 
military and naval construction be expected to con- 
tinue at their current rate. 

But expenditures for industrial facilities related to 
the defense effort could easily remain substantial. 
Outlays for atomic energy facilities have totaled about 
$6 billion since the beginning of World War II. Future 
outlays in this direction could well hold at a billion- 
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Public Housing Expands 


1939 45 748 6 | 
Thousands of public permanent nonfarm dwelling units 
started 


Sources: Department of Labor; Bureau of Labor Statistics 


dollar annual level for several years. The construc- 
tion of $.9 billion worth of atomic facilities is sched- 
uled for the fiscal year 1953, and authorization has 
already been granted for an additional $.6-billion 
worth of new facilities in subsequent years. 


MORE BUILDING PROJECTS 


In the past, public expenditures for buildings of an 
administrative, institutional or recreational nature 
never amounted to a significant proportion of total 
public construction, but they could become increas- 
ingly important in future years. Projects in this classi- 
fication have topped $1.0 billion only once (in 1950). 
In the next ten years, a rate of over a billion dollars 
annually might become the rule, rather than the 
exception. 

An important factor in the appraisal of future re- 
quirements for these public nonresidential buildings 
is the growth of population, and especially the sharp 
increase expected in the number of elderly persons. 
Between 1952 and 1960, the total population of the 
country is expected to increase by 14.2 million persons, 
or 9%; the number of persons over sixty-five years of 
age will have increased 3.1 million, or 25%.1 

These increases will not necessarily demand a 
larger federal government, particularly in comparison 
with the swollen public staff of today’s semimobilized 
economy. However, there will be need for more public 
institutions such as hospitals, penal and corrective 
buildings, airport terminals, libraries, and various 
other types of public nonresidential buildings. 

Barring the World War I years, public housing was 
almost nonexistent until 1934. And in the years 1935- 


1These estimates are the medium projections of the Bureau of the 
Census. The low projection for total population in 1960 is 165.2 
million persons (a gain of 5% over 1952), and the high is 179.8 
million (a gain of 15%). 


1939, public residential construction averaged only 
$114 million (in terms of 1947-1949 dollars) per year. 

The regional dislocations brought about by World 
War II provided a sharp stimulus to public housing. 
Expenditures topped $1.2 billion in 1943, and aver- 
aged $.7 billion for the 1940-1944 period. In the 
postwar period, federal activity in public housing 
dwindled, but state and local spending on multifamily 
residential projects continued at very substantial 
levels. 

Future public residential construction depends, of 
course, on various factors other than the need for, or 
desirability of, such expenditures. In this area, per- 
haps more than in any other category of public con- 
struction, the outlook hinges on the character of 
business conditions and on government policy with 
regard to antirecession spending! Available data 
do indicate, however, that public housing could ab- 
sorb a much higher rate of spending than in the past. 

According to the 1950 census of housing, 2.5 mil- 
lion nonfarm dwelling units in the country were 
“dilapidated.” As used by the Bureau of the Census, 
the term means that the dwelling unit “has serious 
deficiencies, is run down or neglected, or is of inade- 
quate original construction, so that the dwelling unit 
does not provide adequate shelter or protection 
against the elements or it endangers the safety of the 
occupants . . . such that [it] should be torn down, 
extensively repaired, or rebuilt.” 

Based upon indicated costs of constructing housing 
projects,? the expenditure necessary to replace these 
dilapidated dwelling units could easily amount to 
more than $20 billion, although the proportion of this 
figure that might be publicly financed is indeterminate. 


But that is only part of the story. In its survey of 
the condition of the nation’s housing inventory, the 
1950 Census reported a total of 7.4 million dwelling 
units with no private flush toilet, 8.3 million units with 
no private bathing facilities, and 2.8 million units with 
no piped. running water either inside or outside the 
structure. These deficiencies represent an additional 
area of potential housing activity. Extensive slum 
clearance projects of the past two years have begun 
to make slight inroads into this deficit. The construc- 
tion of public housing during 1951 involved an ex- 
penditure of some $600 million and resulted in 71,100 
new units being started. During 1952 the pace has 
not slackened, public residential construction totaling 


Under the 1949 housing act, the Public Housing Authority is 
authorized to construct between 50,000 and 200,000 dwelling units 
a year, to reach a total of not more than 810,000 units by 1955. 
Recent congresses have confined the rate of public residential con- 
struction by this authority to as low as 35,000 units (fiscal 1953). 
However, this rate of activity could be expanded sharply, under the 
existing law. 

*The San Francisco low-cost housing project is expected to aver- 
age about $13,000 per dwelling unit. The Los Angeles project is 
estimated at $11,000 per unit. Buffalo’s actual construction cost 
for its Dante Place public housing project came to over $9,000 
per dwelling unit. 
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$549 billion for the first ten months of the year, or 
an annual rate of about $662 million. 

A continuation of the public housing program over 
at least the short term is indicated by the level of con- 
tracts being awarded as well as by known public 
housing plans and projects. Awards for the first nine 
months of this year have totaled more than $600 
million, roughly in line with the 1951 rate of awards. 
Specific projects not yet awarded—such as the $100- 
million housing development program of Los Angeles 
under consideration at the moment, or the proposed 
$200-million veterans’ housing project of Massachu- 
setts—offer additional evidence that the rate of public 
housing construction activity will continue at least 
for the next year or two at current levels. And the 
condition of the housing inventory of the nation 
suggests that, given a policy decision to increase non- 
military governmental construction activity as a 
stimulus to general business activity, a conspicuous 
rise in the volume of public residential construction 
could well materialize. 


RIVER AND HARBOR CONTROL 


In addition, there are power and flood control proj- 
ects, sewerage facilities, river and harbor improve- 
ment, and miscellaneous other projects that may be- 
come important. In any case, it seems likely that con- 
siderable public construction activity will be aimed 
at preventing the vast damage caused by floods each 
year, such as the $60-million shore damage around 
the Great Lakes, the $50-million damage to the Puget 
Sound area last year, or the $60-million damage in 
Florida during the 1947 floods. Construction of ade- 


1Reports of the F. W. Dodge Corporation for thirty-seven eastern 
states. 
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quate sewer and water systems for the metropolitan 
areas of the nation, and the modernization of many of 
the important ports and harbors of the country also 
appear to be probable sources of activity. 


The Feather River project in California, for ex- 
ample, involves $1.0-billion worth of flood and hydro- 
electric projects. The Central Florida project, for 
the control of floods, will cost more than $200 million. 
The development of the upper Delaware as a major 
source of potable water will involve some $500 million. 
The Boston and New Orleans harbor projects are each 
expected to cost more than $30 million. 


Estimates of the total amount of work either plan- 
ned or needed in these areas are unavailable. Engi- 
neering News-Record places the backlog of proposed 
waterworks construction at $1.5 billion, and the back- 
log of proposed irrigation-drainage projects at $7.7 
billion. However, some proportion of these estimates 
may never materialize as actual contracts awarded, 
and another portion represents projects that will take 
many years to complete. Offsetting this upward bias 
is the fact that many projects that actually will be 
started during the next few years do not show up in 
the backlog figures. 

Under the heading of what might be done comes a 
host of projects, ranging from the completion of the 
twelve-foot navigable depth program in the Missis- 
sippi River to United States participation in the 
controversial St. Lawrence seaway. A complete list 
of all the potential projects in this category would 
unquestionably run into many billions of dollars, with 
an unknown but large portion in the “probable” class. 


George P. TaTEosIaAN 
Division of Business Economics 
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“DISINFLATION” IN BRITAIN 


By W. Manning Dacey 


“The most significant change in monetary policy 
since the beginning of the war occurred in November, 
1951, when steps were taken to give the authorities 
greater control over the volume of credit, helping them 
to bring about the measure of disinflation which the 
economy required.” 


P fee the Economic Survey for 1952. It is, of 
course, still far too early to pass any definitive 
judgment on the new policies. Ten months’ ex- 

perience of their working do, however, make it possible 

to attempt at least a preliminary appraisal of their 
effects—and it is only in the light of the results actu- 

ally achieved that one can assess how significant a 

change the policy decisions of November last did in 

fact represent. 
The background to those decisions was, of course, 

a balance-of-payments crisis of appalling severity, and 
it is clear from official statements that it was the ex- 
ternal crisis which provided the stimulus to action in 
the monetary field. A certain measure of disinflation 
was desired not so much for its own sake, as the means 
of terminating the gross social injustices inflicted on 
large sections of the community by the continuous in- 
flation of the preceding twelve years; it was desired 
primarily because Authority seemed at last to have 
accepted the argument that domestic inflation has 
been largely responsible for the recurring crises in our 
external payments and that inflation may have some 
connection with the size of the stock of money in 
existence. 


ACHIEVEMENTS UNDER NEW REGIME 


Now, it is clear that, from the point of view of the 
balance of payments, very considerable results have 
in fact been achieved under the new régime. The 
devastating drain on our gold reserves has been stem- 
med, and the very real danger of a collapse in the ex- 
change value of the pound held at bay. What is not 
so clear is the extent to which the new monetary 
policies have contributed to that great achievement. 

How far has the improvement in our balance of 
payments been due, on the contrary, to unrelated and 
ad. hoc policies such as the import cuts (which in 
themselves are calculated to aggravate inflationary 
pressures) ? 


SE from “Lloyds Bank Review,’’ October, 
1952. 
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How far has any lessening of inflationary pressure 
been due to purely fortuitous developments, such as 
the severe but temporary depression in the textile 
industries? 

For light on such questions one can only turn to the 
banking and economic statistics of the past ten 
months. We shall not expect statistics alone to pro- 
vide conclusive answers, but we may at least hope 
to discover some significance in the trends which they 
reveal. 

So far as advances are concerned, there can be no 
doubt about the efficacy of the action taken. Not- 
withstanding the new policies, the combined advances 
of the clearing banks did indeed continue their upward 
trend until April, but that is hardly surprising when 
one has regard to the momentum of the 1951 expan- 
sion and the closely related fact that wholesale prices 
did not reach their peak until January. Since April 
we have seen a remarkably swift decline of close on 
£200 million in four months, making a fall of £170 
million on balance since the inception of the new 
policies. 

This movement owes a great deal, of course, to the 
repayment of advances by the electricity industry 
with the aid of the recent public issue, but is none the 
less impressive. Nor is it by any means the full meas- 
ure of the contraction in the accommodation extended 
by the clearing banks to the private sector of the 
economy. Over the same period, the volume of com- 
mercial bills in the banks’ portfolios was reduced by 
£87 million. Acceptances and credits extended by the 
banks themselves have undoubtedly also been sharply 
curtailed. 


CHANNELING THE LOANS 


Over and above the remarkably prompt reversal of 
the trend of advances, the effect of the new policies is 
manifest in a striking change in their composition. As 
is well known, the banks were requested to give 
prior consideration in their lending policies to the re- 
quirements of defense, export and other essential 
activities such as the production of food. For statis- 
tical purposes it is obviously quite impossible to 
identify these favored activities with any accuracy. 
Even within a particular industry one firm may be 
heavily engaged on defense contracts or export orders 
and another be working exclusively for the home 
market, and so qualify for different treatment. 
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Nor is the type of activity conclusive, for the pur- 
pose for which an advance is required must also be 
taken into consideration; the banks are not expected 
to supply permanent capital even to the most favored 
categories of borrowers. For purposes of a rough 
and ready assessment, however, it is perhaps reason- 
able to regard seven of the twenty-five groups into 
which bank advances are classified as falling within 
the “essential” category, and to group the remainder 
into two broad divisions, “other trade and industry’ 
and “other borrowers” respectively. 

On this basis, it will be seen from Table 1, the 
“essential” group actually rose by £39 million between 
November, 1951, and August, 1952, and by £65 million 
on the year. By contrast, “other trade and industry” 
declined by £85 million on the year and by as much 
as £137 million between November and August. Of 
the latter movement, £46 million is attributable to 
Group 21 (public utilities other than transport) and 
presumably reflects for the most part the effects of the 
electricity issue; the remaining groups under this 
heading thus show a combined fall of £91 million over 
the period. “Other borrowers” fell by £70 million 
in the nine months. As a result, the proportion of 
total advances classified as “essential” rose from 20% 
to about 24%, while loans to “other trade and in- 
dustry” declined from over 43% to less than 40%. 
The share of “other borrowers” declined fractionally, 
continuing a movement in progress ever since 1946, 
when these groups accounted for nearly 48% of 
the total. 


WHY THE SLACKENING IN DEMAND? 


What the statistics cannot tell us is how far these 
impressive movements are attributable merely to the 
fresh requests issued to the banks in November and 
how far to the broader changes in the monetary sphere 
made at that time. Few practical bankers, if any, can 
believe that changes of this amplitude could have been 
achieved merely by a revision of the official priorities 
and without the assistance of the very noteworthy 
abatement which has taken place in the demand for 
bank accommodation from the less essential categories 
of borrowers. 

The reasons for that slackening in demand are, of 
course, in turn open to discussion, but there can 
surely be no doubt that the increase in lending rates 
and the marked change in the financial climate asso- 
ciated with the new monetary policies must have 
played a predominant part. On the other hand, it is 
clear that fresh guidance from the Chancellor, even as 
an isolated measure, could have been relied upon to 
produce some shift in the direction of bank lending 
and to exert some restraining influence on its total. 

To the extent that one chooses to explain the 
changes that have occurred by reference merely to 


1See footnote to Table 1 for basis of this classification. 
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the new requests, then the results achieved must be 
credited not to the adoption of any “new” policies but 
to the revision and intensification of a technique—the 
qualitative as distinct from quantitative control of 
credit—already in use for many years before Novem- 
ber, 1951. 


RATIO OF CASH TO DEPOSITS 


The really “significant change” in policy to which 
the Economic Survey refers was concerned neither 
with the total nor with the composition of bank ad- 
vances as such, but with the volume of bank deposits. 
By raising Bank Rate and suspending the automatic 
money tap against Treasury bills at 44%, the authori- 
ties resumed the power, for the first time since war 
began, to regulate the level of bank cash reserves and 
therefore—given the 8% cash ratio—of bank de- 
posits. Another way of expressing this is to say that 
the authorities now had it within their grasp to en- 
sure, if they chose to use their new powers in this way, 
that if advances should continue to expand in spite 
of the new requests (as was generally thought likely 
in view of the rise in wholesale prices), then any such 
addition to advances could take place only at the ex- 
pense of some other asset. 

Hence the importance of the issue of Serial Funding 
Stocks. By mopping up some £500 million of Treasury 
bills held by the banks, this operation, as the Survey 
points out, brought down the ratio to deposits of cash 
and the money market assets, taken together, to little 
more than the conventional minimum of 30%. It 
was thus calculated to ensure that if a continued rise 


Table 1: Distribution of Bank Advances 


Changeover 
Period 


“Essential” group...........- 
Other trade and industry...... 
Other borrowers.............- 


AS PERCENTAGE OF TOTAL 
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Aug., 1951 Nov., 1951 Aug., 1952 
ee ae 0 ae 
“Essential” group...........- ‘ : : 
Other trade and Rdistry bl tecrere 41.8 43.3 39.8 
Other borrowers..........--.- 89.0 86.7 36.2 
Totals. Serco eos 100.0 100.0 100.0 


, i : @, quarrying, etc.; 7. transport and communications; 
8. cotton; 9. wool; 10. ot tentiles: IL leather and rubber; 14. food, drink and 
tobacco; 15. retail trade; 16, entertainment; 17. builders and contractors; 18. building 
materials; 19. unclassified industry and trade; 21. public utilities. ae 
Other borrowers: 20. local government authorities; 22. churches, charities, etc.; 
23. stockbrokers; 24. other financial; 25. personal and professional. 
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in advances should compel the banks to reduce their 
other assets, this pressure would fall upon invest- 
ments rather than upon the (now much depleted) 
money market assets. The funding operation, in other 
words, tended to reestablish the prewar scissors move- 
ment between investments and advances and so to 
deprive an expansion in advances of any influence 
upon the volume of deposits. 


A FLOOD OF TREASURY BILLS 


It was natural to assume that this change alone 
would do a great deal to restrain any future expansion 
of bank credit, since for many months previously the 
rapid growth of advances had been the principal factor 
tending, under the arrangements hitherto in force, to 
push up the level of deposits. Matters have turned 
out very differently. Since April, as we have already 
seen, advances have actually been falling steeply, but 
in the meantime a fresh inflationary stimulus has ap- 
peared in the shape of an enormous increase in the 
supply of Treasury bills. Between February and 
August, clearing bank holdings of Treasury bills shot 
up by more than £500 million, whereas over the corre- 
sponding months of 1951 the money market assets 
of the banks were reduced by £117 million—a “swing” 
of well over £600 million. 

Resort to Treasury bill finance on so colossal a scale 
cannot be explained simply by reference to the de- 
terioration in the Budget position; various other 
factors—the improvement in the balance of pay- 
ments, Departmental support of the electricity loan, 
heavy encashments of tax certificates—must also be 
brought into the reckoning. 

Nevertheless, the state of the government’s current 
finances is sufficiently alarming. At the end of August, 
the revenue and expenditure returns showed an over- 
all deficit for the first five months of the financial 
year of no less than £459 million, compared with only 
£160 million at the corresponding date last year. It 
may well be, of course, that the remaining months of 
the financial year will compare more favorably; but 
it would be miraculous if anything like the whole of 
the midyear deficit were eliminated by March 31 next, 
as would be necessary to realize Mr. Butler’s original 
budget estimates. The last seven months of the 1951- 
1952 fiscal year in fact showed an over-all surplus of 
no more than £11 million. 


CREDIT, THEN, REALLY UP 


In any event, the extremely heavy Treasury bill 
borrowing in the first half of the financial year has had 
the result that, in spite of the wholesale contraction 
in credit extended to the private sector of the econ- 
omy, net clearing bank deposits expanded by close on 
£200 million between March and August. Movements 
of this kind must of course be interpreted with care, 
owing to the strongly seasonal pattern of deposits. 


Occurring in the October quarter, an expansion of this 
kind might conceivably be consistent with a success- 
ful policy of disinflation. 

Unfortunately, Lloyds Bank’s index corrected for 
seasonal movements indicates that the movement in 
question did in fact represent a substantial addition 
to the basic volume of credit. The index (1938=100) 
touched its peak of 270.9 as early as April, 1951, and 
in October last was already standing 142% below 
this level. During the first three months after the 
adoption of the new policies, this downward move- 
ment was sharply accelerated and the index fell by 
some 3%. Not only has the greater part of this con- 
traction since been reversed; the recent trends sug- 
gest that deposits in October of this year may well 
prove to be fully as large as they were in October, 
1951. 

To many, this alone would appear sufficient proof 
of the failure of the new policies, at any rate up to 
the present; but that would be to jump at a conclusion 
which, even if correct, could properly be reached only 
by a less direct route. Official statements concerning 
the new policies certainly seem to represent, in their 


general tenor, a tacit admission that the stock of 


money is excessive and must be reduced if inflation is 
to be halted; but it is difficult to find any explicit dec- 
laration to that effect. The Survey does indeed hail the 
initial contraction in net deposits as “encouraging;” 
but elsewhere it merely speaks negatively of restrain- 
ing “an undue expansion,” or vaguely of a “measure 
of disinflation.” 


TWO WAYS OF LOOKING AT DEPOSITS 


To assess the desirability of a contraction in de- 
posits, it is useful to inquire what has been happening 
to the size of the money stock since prewar days. The 
basic principle in any attempt to measure the liquid 
assets of the public is that these must be related to the 
current level of incomes; if incomes and the stock of 
money were both doubled, we should regard the liquid- 
ity of the public as unchanged. The stock of money 
is usually defined as the volume of currency in the 
hands of the public together with the volume of bank 
deposits, but the latter item may be variously defined. 
Whether deposits are taken gross or net of checks and 
balances makes little or no difference to the calcula- 
tion. If we are seeking to measure the liquidity of 
the public, however, it is arguable that from the banks’ 
indebtedness to the public (bank deposits) there 
ought to be deducted the indebtedness of the public to 
the banks: in other words, that the really significant 
figure is not that of total deposits, whether gross or 
net, but of deposits less advances. This certainly ap- 
pears the more logical definition, and its adoption 
produces a very different picture if substantial changes 
are occurring in the ratio of advances to deposits. 

Figures corresponding to both definitions are shown 
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in Table 2. It will be seen that even according to 
Concept A (currency plus total deposits), sweeping 
creation of credit during the war years and the post- 
war cheap money drive brought an increase of the 
order of 40% in the liquidity of the public between 
1938 and 1947. If we prefer to use Concept B as our 
yardstick, and deduct advances from deposits, the in- 
crease in liquidity was more than twice as great, since 
the ratio of advances to deposits fell considerably on 
balance (from 42.9% in 1938 to only 19.6% in 1947). 

Fortunately, 1947 marked the peak of this enor- 
mous increase in the liquidity of the system. It is 
true that still further additions have been made to 
the volume of bank deposits; but money incomes have 
been rising even faster. In 1947, rationing and other 
controls were preventing the public from spending 
freely the surplus money which had been created; by 
means of these widespread restraints on expenditure 
the “income-velocity” of bank deposits was held down 
to an abnormally low level. No great prescience was 
needed to predict that as the controls were relaxed 
the income velocity of deposits would rise, and this 
has in fact been happening. To some extent, the 
suppressed inflation has been allowed to work itself 
out in active inflation, and this very process has been 
leading us gradually back towards a position of mone- 
tary equilibrium. The result is that by 1951 the public 
were only 15% more liquid, on the basis of Concept A, 
than in 1938. With the ratio of advances to deposits 
also recovering to a more normal level, the run-down 
in liquidity on the basis of Concept B has been con- 
siderably faster, but still left the relevant index for 
1951 as much as 36% higher than in 1938. 


UNDERSTANDING THE INCREASE 


Obviously, one would not wish to claim too por- 
tentous a significance for these indexes. It is not in 
the least suggested that such figures automatically in- 
dicate the exact measure of deflation that would be 
needed to restore a position of monetary equilibrium. 
Over a longish period, and especially a longish period 
which includes a major war, significant changes may 
well occur in the desire of the public to hold its assets 
in the form of money. Nevertheless, one begs leave to 
doubt whether any such change has been in the direc- 
tion of a spontaneous increase in the demand for 
liquid assets. It is surely of some significance that the 
liquidity of the system, even as measured by Concept 
A, appears still to be considerably greater than at any 
time in the prewar decade, even including 1933—a 
year in which the initial cheap money drive had pro- 
duced a considerable expansion of credit that had not 
yet had time to reflect itself in an expansion of in- 
comes. It must surely give one pause to reflect that on 
the basis of these figures it would require a contrac- 
tion of well over £500 million in bank deposits to bring 
down the liquidity of the public (even on Concept A) 
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Table 2: Liquid Assets of Public 
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‘Estimated notes and coin in the hands of the public plus gross deposits of the 
London clearing banks (excluding the District Bank, which did not join the clearing 
until 1936). e picture is scarcely altered if deposits are taken net, or even if the 
currency circulation is omitted. 4 

Source: 1929-1987 inclusive, Economic Journal, March, 1948, article by A. RB. 
Prest; 1988-1951, Central Statistical Office estimates. 


to the 1936 level, which was higher than that of 1938 
—with a strong presumption that in the absence of 
such action we should expect to see a further rise of 
the order of £1,000 million in money incomes even if 
deposits remained stable. 


CANNOT COUNT ON WORLD DEFLATION 


There is at any rate no support to be found in the 
statistics for the view that a sufficient “measure of 
disinflation” could be achieved simply by restraining 
an “undue expansion” in deposits or even by holding 
the 1951 line. On the contrary, there is a strong im- 
plication that any expansion in deposits at all would 
be an “undue” one and a moderate funding of de- 
posits highly salutary. That seems clear enough, at 
all events, if the aim is to call an absolute halt to 
inflation. 

No doubt it might be objected that this is to select 
too austere an objective, that it is only a more rapid 
inflation than is taking place in the outside world. 
which is likely to lead a country into serious external 
difficulties. As applied to the United Kingdom at 
this time, the argument is surely no more than a 
theoretical one. It would be difficult to show that 
even from this point of view we can “afford” any 
inflation at all. 

The terms of trade have moved sharply against us; 
in many other countries, and especially in the United 
States, inflationary tendencies have been sharply 
arrested since the middle of 1951; the possibility of 
an American recession at some time in the reasonably 
near future cannot lightly be dismissed. “Since 1945,” 
the group of independent experts recently reported to 
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the O.E.E.C., “the financial policy in the United King- 
dom has tended to take undue risks.” To gamble on 
a renewal of world inflation to remove the necessity 
for disinflation at home would be one more example of 
that tendency. 

We may therefore take it as established that some 
contraction in the money supply is desirable. What 
has been achieved so far in this direction? In the 
first half of 1952 the liquid assets of the public, in the 
sense of currency plus total deposits, showed a fall 
of less than 1% by comparison with the first half of 
1951. If we look not at total deposits but at deposits 
less advances, the decline was as much as 4%, but 
only for what may seem the rather paradoxical reason 
that the average level of advances was much higher 
in the first six months of this year than in the corre- 
sponding period of 1951. It cannot be stressed too 
strongly that to reduce the level of advances while 
leaving deposits unchanged or expanding—the posi- 
tion during the last few months—will not reduce but 
tend actually to increase the liquidity of the public. 

On the other hand, it is fair to recognize that to 
focus attention exclusively on the trend of deposits 
does less than justice to the effects of the new policies. 
Banking statistics can never provide a full measure 
of the supply of liquid assets, if only because we have 
no figures of outstanding overdraft limits, which are 
in many ways a complete substitute for the holding of 
a bank balance; and nobody would doubt that over- 
draft limits must have been appreciably reduced since 
November. Similarly, one must pay some regard to 
the secondary liquid assets of the public, such as tax 
certificates (the outstanding issue of which has de- 
clined by £83 million on the year) and above all gilt- 
edged holdings, whose value has on balance fallen 
during the new régime. 


HOLDING DOWN DOMESTIC DEMAND 


The acid test is, of course, the state of the economy. 
For many years past, expenditure in this country has 
tended to outrun our capacity to produce, with un- 
fortunate results of which the recurring crises in the 
balance of payments are merely the most spectacular. 
Those who have advocated a policy of disinflation 
have done so in the belief that by eliminating the sur- 
plus of demand over productive capacity we should 
effect in many directions at once a radical improve- 
ment in the health of our economy: 

To call a halt to the progressive deterioration in 
the purchasing power of the pound would not only 
relieve social injustices which have been straining 
the whole fabric of our society but help to revive 
the almost moribund habit of thrift. 

A reduction in over-all demand at home would re- 
lease both finished goods for export and productive 
resources for the export industries, while bringing 
about a spontaneous fall in the demand for imports 


that would make it possible to dispense with many 
vexatious import restrictions. : 

It would permit wages to rise in the essential 
sectors without the danger of provoking a general 
wages spiral, thus assisting the necessary transfer 
of resources from the less essential industries while 
enabling the trade unions to resume their proper 
function of bargaining, industry by industry, for 
the highest wages the traffic will bear. 


NO REAL POLICY OF DISINFLATION 


Merely to enumerate these objectives is to show 
that, whatever else may have been achieved during 
the past ten months, it has not been a policy of dis- 
inflation in the full or true sense. Various changes of 
a disinflationary character have, of course, taken 
place. There has been a sharp check to the growth 
of money incomes, a certain redistribution of the 
labor force between the engineering and metals group 
on the one hand and the consumption goods industries 
on the other. 


But while some of these changes may have been in 
the same direction as those implied by a successful 
policy of disinflation, they have certainly not been of 
the same character. The check to incomes and the 
temporary loss of employment do not have the ap- 
pearance of resulting from a gentle disinflationary 
pressure exercised evenly over the whole of the less 
essential sector of the economy, as would be the case 
if monetary policy were the predominant influence at 
work. They have been unduly concentrated on the 
unfortunate textile industries, reflecting a sharp and 
spontaneous fall in consumer demand for textile prod- 
ucts which set in long before the new monetary policies 
were adopted and has affected most other countries 
of the world. That is clear both from the record of 
the bank clearings and of the employment figures. 

It is equally clear that, even if textiles are excluded, 
the improvement in the balance of payments owes 
little or nothing to any expansion in the volume of 
exports, the only possible basis of lasting recovery. 
Continued complaints of inordinately long delivery 
dates for exports of industrial goods testify that home 
demand still remains excessive. Indeed, the mere re- 
tention of many far-reaching controls over spending— 
the restriction of imports and forcible diversion of 
goods to the export market, rationing, rent restric- 
tion—is a tacit admission that in many directions 
home demand would expand still further if allowed 
to express itself freely; in other words, that an infla- 
tionary potential does still exist. 


DISSIPATING INFLATIONARY EXPECTATIONS 


For all this, it would be rash to conclude that the 
new chapter in monetary policy has achieved noth- 
ing. The mere unfreezing of Bank Rate did a great 
deal to dissipate inflationary expectations, thus in- 
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directly as well as directly contributing to the efficacy 
of the new bank lending policies, and this effect was 
reinforced by the initial decline in the basic volume 
of bank deposits. There has been a distinct change in 
the financial climate. And putting it at its lowest, 
the sharp contraction in the volume of bank credit 
extended to the private sector of the economy has 
largely neutralized what would otherwise have been 
the enormous inflationary stimulus of deficit finance 
in the form of Treasury bill borrowing. 

But it is, of course, equally true to say that in re- 
cent months these Treasury bill borrowings have more 
than neutralized the disinflationary effects of the 
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pressure exerted on the private sector. The attempt 
of the late Sir Stafford Cripps to achieve disinflation 
by means of a large Budget surplus was nullified by 
the excessive level of public expenditure for which he, 
as Chancellor, cannot escape responsibility. There 
is an obvious danger that Mr. Butler’s attempt at 
disinflation with the aid of monetary policy may go 
the same way. All may yet be well, but only on 
certain conditions. The government must be induced 
not only to economize but to finance itself, if borrow 
it must, from the public and not from the banks. The 
public must be induced not only to save but to hold its 
savings in long-term form. 


FINANCIAL NOTES AND FOOTNOTES 


IN WALL STREET, as elsewhere, the economic 
implications of the impending change in the national 
government deeply tinge all current discussions. How- 
ever, the view has now come to prevail that near-term 
events in the money market and related areas will be 
largely dominated by forces already present. 

The December “squeeze” is now nearing its peak, 
if the past is a reliable guide, and the present situa- 
tion in the financial district is more a result of what had 


developed at an earlier date than of seasonal changes in 


the autumn. 


Seasonal business demand for bank accommodation 
made itself felt in due time after the seasonal decline 
in such loans during the summer had, according to 
most estimates, not been as marked as usual. At any 
rate, it was the level from which this year's increase start- 
ed rather than recent events which dominates the present 
situation. 


At midsummer, 1950, commercial, industrial and 
agricultural loans by weekly reporting member banks 
stood at a little less than $14 billion; a year later they 
were reported at slightly less than $19 billion; this 
year they ran only a little less than $21 billion on a 
corresponding date. 

From midsummer, 1950, to early November, there 
was an increase of $2.9 billion. Last year, the rise 
was $1.4 billion. This year, there was a $1.7-billion 
increase, which, however, took the figure to about 
$22.5 billion, by far the largest on record. 

During the past two or three years other types of 
loans by commercial banks have not usually changed 
very much net from midsummer to early November. 
The volume of security loans outstanding at the sum- 
mer lows this year was about what it was in the previ- 
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ous two years. Real-estate loans were higher than 
in 1950 but only slightly more than last year. “Other 
loans” were moderately higher this year, due appar- 
ently to a rise in consumer loans. 

It may be well to add at this point that much, 
probably by far the larger part, of what is commonly 
reported as consumer credit would, so far as it gets 
directly or indirectly into the banking system, be in- 
cluded with commercial, industrial and agricultural 
loans, since the banks lend more to various creditors 
of consumers than to consumers themselves. 


So far as bank holdings of governments are concerned, 
these portfolios this year have been running higher than 
last year but less than in 1950. However, the change 
since midsummer is in a downward direction, in con- 
trast to a moderate increase over the same period 
last year. . 

Demand deposits of these banks rose more mod- 
erately this year than last—following a somewhat 
sharper increase earlier in the year—and they seem 
to owe their origin in larger measure to a larger vol- 
ume of business lending. 

It is not possible to say with accuracy what seasonal 
increases in these figures are due during the remainder 
of the year. Changes actually occurring last year 
should, however, be suggestive. Commercial, indus- 
trial and agricultural loans rose 4.5% from early No- 
vember to the end of the year; security loans, 22%; 
real-estate loans, .2%; other loans, 1.5%; holdings of 
governments, 2.67%; demand deposits, 3.8%. 

Debits to demand deposits, which have been rising 
at weekly reporting member banks, are likewise due 
to increase further during the next few weeks. They 
rose .6% from early November to the end of Decem- 
ber last year. 
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Currency in circulation likewise rose during the, 
autumn months as is seasonally due. Last year, cir- 
culation rose $869 million from early November to 
the end of the year. 


Facts such as these clearly point to need for larger 
reserves by member banks. Thus, required reserves on 
November 12, 1952, amounted in round numbers to 
$19.8 billion. A year earlier some $600 million less was 
necessary to meet the reserve needs of member banks. 
At the low point this year, reserves required by mem- 
ber banks were not far from a billion dollars greater 
than at a corresponding period last year. 

In 1950, required reserves rose a little less than a 
half billion between the end of October and the end 
of December. The increase in 1951 was a little greater. 
A comparable rise this year would take the figure to 
roughly $20.5 billion by the end of the year. 

How have the member banks managed to meet this 
reserve demand, and how will they manage to pro- 
tect their reserve position during the remainder of 
the year? The answer to this question is to be found 
largely in the assets of the Federal Reserve banks. 

From the statement for November 12, it is clear that 
the key is to be found in the volume of Federal Reserve 
loans, discounts and advances to member banks. On that 
date such borrowings by member banks amounted to 
about $1.6 billion, or $1.3 billion greater than on 
November 14, 1951. An increase of more than a bil- 
lion dollars in gold holdings (which tend to enlarge 
reserves) nearly balanced out an increase of about 
$1.3 billion in money in circulation. 

These figures point up what appears to be a basic 
change in this situation during the past year, and one 


which, contrary to most expectations, appears now to be 
a relatively permanent one. Member banks have been 
traditionally reluctant to get heavily in debt to the 
Reserve banks, and doubly reluctant to remain long 
so. Prior to the fall of 1951, these banks in recent 
years were not often indebted to the Reserve in 
amounts reaching half a billion. While there has natu- 
rally been a good deal of fluctuation during the cur- 
rent year the indebtedness of member banks to the 
Reserve banks has run consistently higher than has 
been experienced since the early Thirties. (See chart.) 
What is particularly significant is the fact that this 
indebtedness has fairly regularly of late exceeded ex- 
cess reserves. 

Of course, holdings of governments ($23.6 billion 
on November 12, 1952) still account for the vast bulk 
of Federal Reserve credit outstanding. There has been 
some slight increase in these during the past year, 
but apart from enlargement of gold stock (which 
serves to bolster bank reserves) member banks have 
willy nilly borrowed from the Reserve system to meet 
enlarged reserve requirements. 


So long as the Reserve banks were not on their own 
initiative supplementing member bank reserves by the 
purchase of governments, member banks had but one al- 
ternative to borrowing—namely a reduction in required 
reserves attained through disposing of assets, or at the 
least declining to permit their assets and hence their de- 
posits from rising. This latter was for the most part 
hardly practicable in the circumstances. 

Figures such as these make clear the strategic impor- 
tance of Federal Reserve policy in the month or two im- 
mediately ahead. If the usual seasonal patterns are 
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observed this year, demand for bank accommodation 
will rise further before coming to a peak, and hence 
demand by member banks for reserves. These latter 
institutions are already heavily in debt to the Re- 
serve. The money market is tight even now. Should 
the Reserve authorities remain passive, thus obliging 
member banks to take the initiative in bolstering their 
reserves by additional borrowing, the situation in the 
money market must of necessity grow tighter. If, on 
the other hand, the Reserve authorities take a neutral 
position in the sense that special and temporary needs 
are met by additional purchases of governments, the 
situation would be easier. 

Flashes: Treasury, on December 1, announces rate 
on new bills averaged 2.049%. 

On November 28, Treasury announces $873,123,000 
1%% certificates out of $1,063,000,000 offered in ex- 
change for new 2% certificates, leaving $189,877,000 
of old issue to be paid in cash. Federal Reserve appar- 
ently remained aloof. 

Stock market continues upward—gratifying some, 
and causing uneasiness to others.—F. W. J 


BUSINESS FORECASTS 


General 


Harry A. Bullis, chairman of the board, General Mills 
(Commercial and Financial Chronicle, November 20) —“In 
1953, we shall probably see total outlays in the economy 
rising by from $12 to $14 billion. I believe that rising pro- 
duction will just about be sufficient to supply this added 
demand. The increase in the labor force, together with in- 
creasing productivity, should easily boost national produc- 
tion by from 8% to 4%. As a result, there should be no 
further inflation in the year ahead. . . . In 1953, we should 
enjoy a year of reasonable stability such as we had in 1952. 
I do not look for any great swing in the economy during 
the coming year.” 

Raymond Rodgers, professor of banking, New York Uni- 
versity (in an address to the Kentucky Bankers Association, 
October 21)—‘The outlook for our dollar is considerably 
higher than it has been since 1940.” 

Dr. Henry Bund, executive editor, Research Institute of 
America (before the Society for the Advancement of Man- 
agement, October 31)—“America faces an economic reces- 
sion starting some ten to eighteen months from now. The 
threat is far more serious today than it has been at any 
time since before World War II. If and when it comes, this 
period of readjustment will be both longer lasting and 
more deeply disturbing than any of the difficulties we have 
had to confront in fifteen years, and possibly longer. . . . 
I most emphatically do not look for any real depression, 
nor do I expect mass unemployment, misery and suffering.” 


Marcus Nadler, professor of finance, New York Uni- 
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versity (in an address to the American Petroleum Institute, 
November 11)—“The downward readjustment, when it 
comes sometime in 1953 or perhaps in 1954, is not likely to 
be very serious in character nor last very long.” 


Claude L. Benner, president, Continental American Life 
Insurance Company (in an address to the American Institute 
of Real Estate Appraisers, November 11)—‘Barring the 
spread of further war, it seems certain there will be a recession 
of the main forces which have been making for inflation and 
rising prices since the close of World War II. . . . I am 
optimistic about the rapidity with which business can make 
the necessary readjustments if not hampered by too many 
restrictions.” 


Guaranty Trust Company of New York (The Guaranty 
Survey, November) —‘Factors in the outlook, considered 
together, point to a readjustment from the abnormal de- 
mands of the rearmament period to a more normal set of 
conditions. The readjustment could begin within a year, 
or it could be deferred for two years or more. Present 
indications suggest, however, that it is likely to take place 
during the term of office of the next federal administration. 
. . . It would be difficult to find anything in the immediate 
economic situation to warrant the belief that the recession 
need be severe or prolonged.” 


Jules Backman, professor of economics, New York Uni- 
versity (in an address before the Investment Association 
of New York, October 22) —‘“‘The economy has been domi- 
nated by conflicting trends in 1951 and 1952, with expanding 
armaments and a declining civilian economy. There has 
been some increase in the civilian economy, over the last 
few months, with textiles and some of the hard goods 
picking up, and I expect that pickup will continue over 
the next few months. I do not think we will return to the 
peaks of early 1951 in the near or foreseeable future. On an 
over-all basis, I don’t think the rise from the present level is 
going to be very great. I think a downward movement will 
start in business some time in 1953. I cannot pin-point it, 
because there are too many imponderables.” 


Nathan M. Koffsky, with the Bureau of Agricultural 
Economics (in an address to the Agricultural Conference, 
October 20)—“It seems probable that investment in new 
plant and equipment will not expand over the next year and 
more likely will be reduced. The decline, if it should occur, 
is likely to be modest. . . . There may well be an increase 
in commercial facilities, some of which could not be built 
previously because of restrictions on construction. It seems 
likely that 1958 will also be a fairly good year for residential 
construction... . 


“The magnitude of the possible drop in total business in- 
vestment over the next year may approximate $4 billion, 
less than 10% below current levels. With the increase in 
government expenditures by the third quarter of next year 
expected to exceed any drop in investment, economic activity 
is likely to rise slowly. Employment may increase a little. 
Wage rates are likely to continue to rise at about the rate 
of the past year, and consumer incomes available for spend- 
ing are also likely to make a similar gain. 

“The savings ratio of consumers may move somewhat lower 
over the next year, but is likely to remain high relative to 
the pre-Korean level. 


(Continued on page 479) 


SOCIAL EXPENDITURES IN SCANDINAVIA 


By Gustaf Holmstedt 
Social Welfare Board, Sweden 


of social policy during the past half-century has 

caused a considerable increase in social expen- 
diture in Sweden and the other Scandinavian coun- 
tries. The development in social legislation in these 
countries has proceeded along roughly parallel lines, 
though in certain cases there is a considerable differ- 
ence in the time at which some reforms were made. 


TOTAL SOCIAL EXPENDITURE 


Expenditure in Sweden for social purposes is at 
present about one hundred times as large as at the 
turn of the century. In 1900 it amounted to about 
25 million kronor, in 1950 it exceeded 2,600 million 
kronor. A large part of the increase is obviously 
accounted for by the fall in the value of money and 
the growing population, but expenditure has increased 
considerably in relation to our economic resources as 
well. If we compare social expenditure with the na- 
tional income, which ought to give the most adequate 
expression of the importance of the social sector in 
the country’s economy, we find that social expendi- 
ture in 1900 constituted 1.3% of the national income 
and 11.2% in 1950. This means that the importance 
of social policy in Swedish society has increased about 
ninefold during the past half-century. Between 1947 
and 1949 the percentage figure rose from 8.1 to 11.2. 
This large increase is the distinguishing feature of the 
development at the end of the 1940’s. 

There has to a very great extent been a similar de- 
velopment in the other Scandinavian countries. Social 
expenditure administered through government agen- 
cies was about 1% to 2% of the national incomes at 
the beginning of the century, the figure varying some- 
what for the different countries. The relative figures 
for 1949 are eight to ten times as large, or 8% to 
13% of the national incomes. Finland and Sweden 
had the largest social expenditure in relation to na- 
tional income, Denmark came next, and Norway last. 
This is shown by the statistics of social expenditure 
which a Scandinavian committee of experts compiled 
for the years 1947-1949. 

The main results are summarized in Table 1. (Ice- 
land did not take part in the work of the committee 
and has not given any account of its social expendi- 
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Reprinted from "Quarterly Review," issued by the Skan- 
anes Banken AB., Stockholm 16, Sweden, October, 
1952. 


ture.) The figures given are an uncertain guide for 
comparisons from country to country, because of the 
different methods used in calculating national income. 
Social expenditure per inhabitant was in 1949 greatest 
in Sweden, followed in order by Denmark, Finland 
and Norway. The amounts for the last mentioned 
countries have been expressed in Swedish currency 
in accordance with present rates of exchange regard- 
less of differences in internal purchasing power of the 
respective currencies. 


OTHER COSTS NOT COUNTED 


An account of the costs can, however, never give 
a complete picture of the real advance in social 
policy. There is, in fact, much in our social policy 
which cannot be measured in monetary terms and 
is accordingly never included in calculations. This is 
so, for example, in the case of the advantages which 
workers and salaried employees enjoy through legis- 
lation on the normal working day, and on holidays, 
which are large items in general social policy. 

In addition, there are a lot of social costs of which 
the size is unknown and which can never therefore be 
included in a social budget. This applies to the out- 
lays made by employers for protective devices and 
hygienic arrangements at work places, and their in- 
vestments to provide good housing for employees and 
increase the workers’ well-being and professional skill. 
Much important expenditure connected with the 
housing policy pursued in the different countries has 
also had to be excluded from this survey since it has 
not been possible to account for it statistically. The 


Table 1: Social Expenditures in the Scandinavian 
Countries During the Years 1947-1949 
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advances made in the social sphere during the past 
half-century are thus much greater than the figures 
given here indicate. 

The account given in the table covers expenditure 
in the social insurance branches, sickness insurance, 
accident insurance, old-age and invalidity insurance, 
together with the main part of central and local (in- 
cluding county councils) government expenditure for 
other social welfare arrangements in the respective 
countries. 

Thus the account includes the costs of the whole 
public health and sickness care; employment ex- 
changes, unemployment assistance and wages for 
public works; care of the elderly and crippled; public 
and preschool care of children, child allowances and 
other social measures for family assistance; public 
assistance (care of the poor and its counterpart in 
other countries) and reduced food prices, where these 
are allowed for people of small means, and life an- 
nuities for accidents in war and on military service. 
Decreases in tax for families with children which re- 
sult from tax allowances for children have also been 
counted in where they occur, since in certain countries 
these replace or supplement the system of child allow- 
ances. 

The expenditure in the table refers not merely to 
that of central and local government authorities and 
county councils, but also to the contributions of em- 
ployers and insurance policyholders to the social in- 
surance agencies in the form of fees and premiums. 
The expenditure does not include capital costs for in- 
stitutions but only current costs, and is accounted for 
net. It has thus been reduced by incomes in the form 
of remuneration of various kinds for different adminis- 
trative branches; for example, fees in hospitals and 
other institutions. 


OLD-AGE PENSIONS 


The social policies of the Scandinavian countries 
at the present day contain a wide variety of forms 
of help and assistance, of which the importance from 
the cost point of view can be illustrated by grouping 
them under main headings, as in Table 2. This gives 
a summarized account of the division of social expen- 
diture among the various branches of social activity in 
the Scandinavian countries during 1949. It should 
be borne in mind here that large outlays for housing 
policy measures are not included in the statistics 
presented. 

The classic field of social policy is social insurance, 
the task of which is to give the citizens economic 
support when income fails because of common causes 
such as illness, accident, unemployment, old age and 
invalidity. These forms of insurance have developed 
in widely differing ways in the Scandinavian lands, 
and their costs vary very much. 

Old-age pensions, covering pensions for old age and 
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Table 2. Social Expenditure for Various Purposes 
in the Scandinavian Countries in 1949 


Percentage Division 


Object of Expenditure 


m 
H 


Sickness insurance and similar help...| 10.3 6.3 
Health and sickness care............. 15.6 .1 | 13.8 
Care of defectives and insane......... 3.7 6.8] 5.9 
Accident insurance.................. 2.3 8.8] 4.9 
Unemployment insurance............ 11.1 3.8] 1.7 
Employment exchanges and public 
WOFKS acre ee acon a re cee 2.0 0.7} 1.8 
Old-age pensions.................... 30.3 | 1 17.7 | 33.1 
Care of crippled and elderly.......... 8.5 2.1] 1.4 
Child allowance................2005% 0.4} 2 8.1 | 18.2 
Child'care''t Seen eon Seeerece 1.9 ; 0.8| 2.4 
Other family and child care.......... 7.8 : 2.2| 4.8 
Public assistance...............0006. 3.6 : 4.1] 4.4 
Miscellaneous social expenditure...... 2.6 | 12. 2.9} 1.8 
Child allowances for taxation purposes.}| 5.5 SANS 45) Wore 
Total social expenditure.......... 100 | 100} 100; 100 


invalidity, constitute the most costly item of social 
activity in Sweden and Denmark, about one third of 
the total social outlay being devoted to this. Pen- 
sions account for less than one fifth of the total ex- 
penditure in Finland and Norway. The fundamental 
reasons why pension costs are lower in the two last- 
mentioned countries are that old-age pensions were 
first paid in Finland in 1949 and have thus not yet 
come into full operation, while in Norway there is 
still no general invalidity pension but only a local 
authority in some districts. The pension benefits are 
also somewhat lower in these two countires than in 
Sweden and Denmark. 

Old-age pensions, which definitely swallow the larg- 
est sums, are paid in Denmark and Finland generally 
from the age of sixty-five, in Sweden from sixty-seven 
and in Norway from seventy. A basic pension (gen- 
eral old-age pension) is paid in Sweden to all pen- 
sioners, irrespective of income and pension: fees paid 
in. In Denmark and Norway the basic pension is 
not paid under all conditions, but ceases entirely to 
be paid when income exceeds a certain amount. The 
result of this is that in Denmark 65% and in Norway 
about 70% of elderly people over seventy years of age 
have the old-age pension, compared with about 100% 
in Sweden. The system used in Finland is the same 
as that used in Sweden earlier, namely basic pensions 
of various sizes according to the premium paid, and 
supplementary pensions to the less well-to-do. 


Compared with Invalidity Insurance 


Denmark is considerably in advance of the other 
Scandinavian countries as regards invalidity insur- 
ance. The maximum amount is the same in Sweden 
for both old-age and invalid pensions, but in addition 
to its being higher for invalids in Denmark the alfow- 
ance regulations for income are more favorable for in- 
valids than old people, while the reverse is the case 
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in Sweden. Invalids in Denmark can also obtain 
special allowances for helplessness. The invalid pen- 
sion in Finland depends on the amounts paid in, but as 
in Denmark it is often larger than the old-age pen- 
sion. 


SICKNESS AND ACCIDENT INSURANCE 


Sickness insurance is the most costly of the re- 
maining social insurance branches. Norway shows 
the relatively greatest outlay on this branch, about 
one fifth of the total social expenditure; this is mainly 
explained by the larger sickness insurance benefits 
than in the other countries. The sickness payments 
guaranteed in Denmark and Sweden are generally 
rather low. 

Sickness insurance is most comprehensive in Den- 
mark and Norway (about 80% of the adult popula- 
tion). Denmark is the pioneer country in this field. 
Sickness insurance in Denmark and Norway is com- 
pulsory for persons with incomes below a certain 
level, whereas Swedish sickness insurance is still vol- 
untary only but has in spite of that very large assets 
and a wide scope, at present covering close to 60% 
of the adult population. There are a number of pri- 
vate sickness and burial funds in Finland, some with 
state support, but the scope of the activity is not very 
great (about 414% of the population over fifteen 
years). Finnish employers, however, are bound by 
the collective agreements law to pay wages during 
sick leave, and since this obligation is on a par with 
other obligatory contributions, to accident insur- 
ance for example, and clearly operates instead of sick- 
ness insurance for workers, the expenditure has been 
included in the table together with the costs for sick- 
ness insurance. In this way the part played by sick- 
ness insurance in Finland appears in Table 2 to be 
larger than it actually is. 

Accident insurance is more extensive in Sweden 
than in the other countries and the benefits are in 
addition considerably higher. This explains the higher 
costs in Sweden. 


UNEMPLOYMENT INSURANCE 


Unemployment insurance is organized in Sweden 
and Denmark in voluntary unemployment funds, 
usually through trade unions, which receive state 
grants towards their activity. The majority of manual 
workers are insured in both countries. The same 
system is applied in a few funds in Finland, but the 
scope of the insurance is small and the most impor- 
tant feature of unemployment policy is public works. 
Unemployment insurance is compulsory in Norway 
and of relatively greater proportions than in Sweden. 
Although the regulations for unemployment insurance 
are on the whole rather similar in all four countries, 
there are certain differences. The support from the 
funds is considerably higher in Denmark than in 


Sweden and Norway, and in addition the number of 
days during a year for which gne is entitled to sup- 
port is greater in Denmark. At present, support can 
in practically all unemployment funds be given for 
250-300 days per year, while in Sweden the maximum 
period of assistance is three to five months. These 
differences, plus the somewhat higher unemployment 
in Denmark, explain the larger expenditure in Danish 
unemployment funds. 

The population development in all the Scandina- 
vian countries has given rise to a series of social policy 
measures to increase the standard of families with 
children and to encourage the growth of families. 
These are important cost items at present in the 
countries’ social budgets. 


CHILD ALLOWANCES 


The child allowance, introduced in Norway in 1946, 
in Sweden and Finland in 1948, and in Denmark in 
1950, is the most costly of the family social measures. 
The child allowance was in Finland the largest expen- 
diture item in 1949, and in Sweden it came second to 
old-age pensions in importance. Child allowance in 
these countries is paid to all children. In Norway the 
allowance is paid for the second and later children, 
which means considerably lower costs. There, how- 
ever, the allowances are combined with important tax 
concessions for children, as is shown in Table 2. In 
1949 the child allowance in Sweden was 260 Swedish 
kronor per child, in Norway 180 Norwegian kronor 
(182 Swedish kronor), and in Finland 7,200 Finnish 
mark (163 Swedish kronor). The tax allowance for 
children was discarded in Sweden when the child al- 
lowance was introduced, but this has not occurred in 
the other countries. There is in Finland a special 
family grant (mainly in kind) for very large families 
(generally four or more children) in addition to the 
cash child allowance. 

The cash child allowance in Sweden is the basis 
of a whole system of measures for the family: housing 
loans, maternity grant, rent rebates, school meals, do- 
mestic help, housewives’ holidays, free holiday travel, 
training grants, etc. Similar measures have to a cer- 
tain extent been adopted in the other Scandinavian 
countries as well. 

The interest in health and sickness care has been a 
conspicuous feature of social policy in Scandinavia. 
The protection of the health of the people has long 
been considered as an obligation on society which is 
just as important as other social functions. The costs 
for this branch of social care are also large. 

Health and sickness care is organized and financed 
predominantly by central and local authorities. It 
has always been thought of as a utility cheap at the 
price, which is at the disposal of every citizen on the 
same conditions in the event of illness. The majority 
of the hospitals are owned and run by society. Treat- 
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ment in the public hospitals is still not entirely cost- 
free, except for certain special branches, but the fees 
constitute only a small part of the real costs of treat- 
ment. One result of this is that there are very few 
private hospitals in the Scandinavian countries. 


LESS STRESS ON PUBLIC AID 


Public assistance (care of the poor and its equiva- 
lent in other countries), which is the oldest of the 
social care branches in Scandinavia, has diminished 
more and more in extent and importance with the 
enlarging of other forms of social care. Public assist- 
ance is now available as a supplementary form of 
assistance, when other forms of support do not exist 
or suffice. The costs for this form of help are generally 
about 4% of total social expenditure in the Scandina- 
vian countries, except in Finland, which has a higher 
figure. 


FINANCING 


The costs for social welfare in Scandinavia are de- 
frayed in the main by the state and local authorities 
through taxation. Policyholders in the social insur- 
ance branches generally pay certain fees, as do em- 
ployers in certain cases. The trend for many years has 
been that social exepnditure has to an ever greater 
extent been financed by means of general taxes, while 
direct contributions from policyholders and employers 
have diminished in importance. On the one hand this 
is the result of the decline in the importance of fees 
in the insurance system, on the other of the newer 
social reforms, especially those for supporting families, 
which from the beginning have been in the nature of 
public services. 

The following table gives the percentage shares of 
the various contributors in the total expenditure for 
1949: 


mark land way den 


% % % % 


Central government................. 54.8 49.3 28.9 58.9 
Local authorities and county councils. 29.5 15.9 39.6 25.5 
PETPIGVETS oe oiafe ee eswicts oi siofhe toe os 8.0 27.2 8.7 4.9 
Insurance policyholders.............. 12.7 7.6 22.8 10.7— 

OU oe Rice, ie = Am os ince ie a terags (6's ee 100 100 100 100 


The table indicates that the development towards 
increased financing of social policy through taxes has 
gone furthest in Denmark and Sweden, almost six 
sevenths of all social expenditure today being directly 
financed by the public, while the remainder consists of 
fees paid mainly by insurance policyholders and to a 
lesser extent by employers. In Finland and Norway 
the public is responsible for about two thirds of the 
total, employers in Finland and insurance policy- 
holders in Norway contributing most of the remain- 
ing third. 

A natural consequence of this has been that social 
expenditure has come to weigh very heavily in the 
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general budget. It accounts for about one third of 
all central government and local authority expendi- 
ture in Denmark and Sweden, and about one fifth in 
Finland and Norway. 

It ought to be stressed that the fees and contri- 
butions of employers for social insurance form only 
a small part of their contribution to the social welfare 
arrangements in the various countries. As was men- 
tioned in the introduction, employers bear consider- 
able costs of which the size is unknown for protection 
arrangements at work, etc., and it has therefore been 
impossible to take them into consideration here. 

The strained economic situation of recent years is 
at present putting a brake on the earlier tremendous 
development of social legislation in the Scandinavian 
countries. It is reasonable to expect, however, that 
the lines of development which can be traced during 
the 1940’s will continue and expand during the half- 
century which is now beginning. 


Business Forecasts 


(Continued from page 475) 


“In total, consumers may well increase their rate of expen- 
ditures by another $8-$10 billion over the next twelve 
months. Adding these prospective changes in demand in 
the major sectors of the economy, an increase of $7 to $12 
billion in government expenditures, a decline of perhaps $4 
billion in private investment, and a further increase of 
$8-$10 billion in consumer expenditures, the total flow of 
money in the economy would rise at least $11 billion and 
perhaps as much as $18 billion by the third quarter of 1953, 
over the third quarter of 1952. This would represent an 
increase of 3% to 5% in total demands over the next year. 

“Prices generally are likely to continue fairly firm with 
perhaps some little further rise over-all, if the higher level 
of defense outlays is reached. 

“Tt would be well to recognize the possibility that a testing 
of the economy might well occur in the winter and spring 
of 1953-1954, especially if business investment is declining 
at that time. But a decline in investment is by no means 
a certainty, although such evidence as we have leans in 
that direction. Even if the growth of the economy is inter- 
rupted temporarily and some easing develops late in 1953, 
there is little to indicate that the over-all level of activity 
will not continue high.” 


Exports 


John J. Haggerty, director, Office of Foreign Agricultural 
Relations (in an address to the Agricultural Conference, 
October 20) —“United States agricultural exports are likely 
to decline in the coming year. The best present information 
indicates they may drop as much as 20% below the near 
record of $4 billion in 1951-1952. This decline will be 
reflected mainly by smaller exports of wheat, grain sorghums, 
cotton, lard and tobacco.” 


Employment: Still Shifting Away from the Farm 
NONAGRICULTURAL ag ee 
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Source: Bureau of the Census 


SELECTED BUSINESS INDICATORS 


1952 1951 Percentage Change 


Item Unit Latest Month | Latest Month 
Octoberp September August October over over 
Se ee ee ee 
Production and Business Activity— 
Industrial prodaee total (S)............ 1985-89 = 100 226 |r 225 |r 214 218 +0.4 +3.7 
Durable (Serres: Brerenoterate eretcneterers 1985-39 = 100 289 |r 285 |r 266 274 +1.4 +5.5 
Nondurable g goods!(S) 2. coe shone, 1935-89 = 100 195 |r 194 |r 191 188 +0.5 +3.7 
Ws (S) SRI ee crnais ¢ crema eas ote ee's 1985-89 = 100 166 |r 174 |r 157 174 —4.6 —4.6 
Conse durablesi(S) sca. cose oes se 1947-49 = 100 n.a. 122 |r 84 107a +45.2 +14.0 
Machine 'tools!3ine.. cones feb eee eee eee. 1945-47 =100 857.6 |r 368.3 |r 317.0 221.3 —-2.9 +61.6 
Construction contracts awarded, residential .|| million dollars 592 518 628 496 +14.2 +19.4 
Construction contracts awarded, other..... million dollars 709 1,521 811 555 -53.4 +27.6 
Retail sales (S) KR... 1.0... cee cee eee ees million dollars 14,440 |r 138,803 |r 13,343 13,230 +4.6 +9.1 
Retail inventories (S)*...............0005- million dollars n.a. 17,623 |r 17,235 18,761a +2.3 -6.1 
Department store sales (S)................ 1947-49 = 100 115 106 114 109 +8.5 +5.5 
Department store inventories (S)*.......... 1947-49 = 100 n.a. 120 118 1274 +1.7 —5.5 
Manufacturing sales (S). Sewers ern ene million dollars n.a. 23,647 |r 21,873 20,892a! +8.1 +13.2 
Manufacturing inventories (S)*............ million dollars n.a. 43,151 |r 43,107 42,067 +0.1 +2.6 
Manufacturing new orders (S)............. million dollars n.a. 24,208 |r 21,500 21,1334 +12.6 +14.6 
Manufacturing unfilled orders’............. million dollars n.a,. 75,098 |r 74,934 64,6404 +0.2 +16.2 
Carloadings, total®............. 0.2 c eens thousand cars 828 845 783 866 -2.0 —-4.4 
Carloadings, miscellaneous’................ thousand cars 419 398 375 415 +5.2 +0.9 
Prices, Wages, Employment— 
Basic Salo commodity pi Ree incds siscceateen 1947-49 = 100 92.5 95.2 96.2 111.4 -2.8 -17.0 
Wholesale commodity prices, all........... 1947-49 = 100 111.2 }/r 111.8 eae 113.7 -0.5 —2.2 
WeNetele ste coneleiavereieie scores ones alee ete st sue re < 1947-49 = 100 104.9 |r 106.6 109.9 111.5 -1.6 -5.9 
Industrial Meee onan easiest 1947-49 = 100 113.1 ]r 118.2 113.0 114.6 -—0.1 -1.3 
Consumers’ price INdEX sk shia cle oor sos es 1935-89 = 100 190.9 190.8 191.1 187.4 +0.1 +1.9 
Farm parit Price TatlOws.- oe cic cere 1910-14 = 100 100 101 103 105 -1.0 -4.8 
Non-agricultural employment.............. thousands 54,588 54,712 55,390 54,168 0.2 +0.8 
Unemployment................ cee cee eens thousands 1,284 1,438 1,604 1,616 -10.7 —20.5 
Factory employment..................... thousands 13,254 |r 18,218 |r 12,874 12,997 +0.3 +2.0 
Average weekly hours worked, manufacturing|| number 41.5 |r 41.8 40.6 40.5 +0.5 +2.5 
Average hourly earnings, manufacturing. . dollars 1.706 |r 1.697 1.670 1.615 +0.5 +5.6 
Persona] income (S)§.............0.0000085 billion dollars n.a. 273.3 |r 269.6 257 . 3a +1.4 46.2 
Finance and Government— 
Bank debits, outside New York City*....... million dollars 82,171 74,608 67,412 75,799 +10.1 +8.4 
Business loams’............ 2... e cece eens million dollars 21,992 |r 21,343 20,776 20,403 4+3.0 47.8 
Consumer instalment credit outstanding’. . .|| million dollars n.a, 15,188 |r 14,940 13,167 +1.7 +15.3 
Privately held money Supply2acy- sae ones ek billion dollars n.a. 187.4 186.2 177.9a 40.6 +5.3 
Federal budget receipts................6.. million dollars 3,099 6,585 4,050 2,635 -52.9 +17.6 
Federal budget expenditures............... million dollars 6,383 6,070 5,018 5,483 +5.2 4+16.4 
Defense expenditures.................008 million dollars 4,248 4,393 3,534 3,458 -3.3 422.8 
Federal budget surplus or deficit, cumulative’! million dollars -7,163 -3,879 —4,394 —5,462 ; 
8 Adjusted for seasonal variation § Average 6 
1Shi Leis (Aveiee of 25 22 2 ily spot market prices iAvcraance Wednesday figures maNot evalbl ane 
2End of month SAnnual rate *From July 1 to end of Death indicated 


BR New series; not comparable to earlier data shown. 


: Association of American Railroads; Bureau of tural Eco: ; B tistics; mmerce; Dodge 
National Machine Tool Builders Association; Preis Depa Tey Goistbeee. one oe Departmentjot (Co BALL Corp.; Federal Reserve 
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The Conference Board Business Record 
ANNUAL INDEX, VOLUME IX, Nos. 1—12, JANUARY—DECEMBER, 1952 


A 
Advertising 
“Advertisers Turn to Television,” Jan 10 
hanges Affecting Advertising Programs, 
July 281 


ircraft 
“Economics of Air Power,” Apr 118, June 212 
Alexander, Claude L. 
“How To Plan Company Giving,” May 170 
Aluminum 
“The Cold War in Copper and Aluminum,” 
Nov 415 
‘Spotlight on the Three Controlled Mate- 
rials,” Feb 62 


B 


Balfour, Lord of Burleigh 
“Controls: Financial os. Physical,” Oct 382 
Bank Debits 
See Selected Business Indicators 
Bank Reserves 
“Patman vs. Douglas, et al.,” Aug 829 
“Belated Boom in Machine Tools, The,”’ Feb 51 
Bober, William C. 
“Importance of the Construction Industry,” 
Oct 375 
‘Boom in Personal Saving, The,” June 200 
Budget, Federal 
“New Strings for the Public Purse,” Jan 26 
See also Selected Business Indicators 
Business Book Shelf 
Jan 18; Feb 80; Apr 127, 145; May 179, 189; 
July 274; Oct 394, 395; Nov 430; Dec 
459, 461 
Business Forecasts 
Jan 9, Feb 58, Mar 86, Apr 182, May 191, 
June 211, July 262, Sept 367, Oct 377, 
Nov 414, Dec 475 
Business Highlights 
Jan 2, Feb 46, Mar 82, Apr 128, May 158, 
June 194, July 246, Aug 294, Sept 338, 
Nov 410, Dec 446 
Business Indicators 
See Selected Business Indicators 


Cc 


Canada 
“Perspective on Canadian Development,” 
Dec 455 
Capital 
“Capital Invested: By Industry and Worker” 
(Chart Feature), July 267 
“Working Capital—Tight but Adequate,” 
Dec 450 
Carloadings 
See Selected Business Indicators 


Clothi 
“Apparel Industry Returns to Normal,” 


an 22 
Months Priced for Seasonal Clothing Items, 
Feb 78 


JANUARY, 1953 


Coal 
“Coal Versus Oil,” June 206 
‘How Mineworkers’ Wages Stack Up” (Chart 
Feature), Oct 388 


Commodity Prices 
See Selected Business Indicators 


Construction 

“Importance of the Construction Industry,” 
Oct 375 

“Industrial Construction Turns Down,” Sept 
$42 

“Total Construction Costs Up” (Chart 
Feature), Dec 462 

See also Selected Business Indicators 


Consumer Expenditures 
“Spending an Hour’s Work Now and in ’39,” 
Nov 427 
See also Selected Business Indicators 


Consumer Goods 
See Selected Business Indicators 


Consumers’ Price Index 
Feb 80, Mar 106, Apr 188, May 177, June 210, 
July 260, Aug 312, Sept 365, Oct 392, 

Nov 4380, Dec 459 


Consumers’ Prices 
About Seasonal Variations, Feb 78 
“Cost of Living Climbs Higher,” Feb 79 
Items Priced in Hours of Work, Nov 428 
“Little Change in Consumers’ Prices,” May 


176 

“Living Costs, Jobs, Voting Potential,” Oct 
392 

“Prices, Earnings and Payrolls in 51,’ Mar 


104 
“Two-Month Decline in Consumers’ Prices,” 
Dec 458 
‘What Keeps the Cost of Living Up,” Sept 361 
See also Selected Business Indicators 


Contracts, Defense 
“Hun Top Defense Contractors: A Later 
List,” July 264 
“The Hundred Largest Defense Contractors,” 
Feb 56 
‘“‘Renegotiation Remains a Question Mark,” 
Nov 420 


Contributions uM 
“How To Plan Company Giving,” May 170 


Controls 

“CMP Hasn’t Helped Much—So Far,” 
Mar 90 

“Controls: Financial os. Physical,” Oct 382 

“Dismantling the Controls,” June 194 

“Price Control Under OPS,” May 164 

“Spotlight on the Three Controlled Mate- 
rials,” Feb 62 


Copper ; 
“The Cold War in Copper and Aluminum,” 
Nov 415 
“Spotlight on the Three Controlled Mate- 
rials,” Feb 62 
Corporate Contributions 
See Contributions 


D 
Dacey, W. Manning 
“ PDisinflation’ in Britain,” Dec 468 
Defense 
“Defense, Inventory and Exports,” Oct 370 


“Hundred Largest Defense Contractors, The,” 
Feb 56 


“Hundred Top Defense Contractors: A Later 
List,” July 264 
“When Defense Turns Down,” Mar 82 
Department Store Sales 
See Selected Business Indicators 
“**Disinflation’ in Britain,” Dec 468 
Dollar, Purchasing Value of 
See Consumers’ Price Index 
Durable Goods 
“How Big Are the Durables Markets ?” 
Aug 820 
Durable Goods Production 
See Selected Business Indicators 


E 
Earnings 
See Selected Business Indicators 
Economic Notes 
Apr 139, 156; May 168, 183; July 275; 
Aug 298, 312, 328; Oct 407; Nov 436 
“Economics of Air Power,” Apr 118, June 212 
Employment 
“Airings and Layoffs in Balance,” Jan 19 
“Labor Force and Employment, Standard 
Metropolitan Areas, 1940-1950,” Feb 70 
See also Selected Business Indicators 


F 
Farm Prices 
“The Floor Under Farm Prices,” Sept 347 
Farms 
“The Farm Market Holds Strong” (Chart 
Feature), Nov 423 
“More Power to the Farm,” Apr 184 
“We Have More Farm Land—And Bigger 
Farms and Better Equipped” (Chart 
Feature), Mar 100 
Federal Reserve 
See Financial Notes and Footnotes 
Financial Notes and Footnotes 
Jan 7; Feb 68; Mar 102; May 178; June 208; 
July 261; Aug 298, 886; Sept 359; Oct 396; 
Nov 435; Dec 473 
“Financing the 1953 Deficit,” Apr 146 


Firms 
“More Firms Now Than Before the War— 
Births (and Deaths) Greatest in Far West” 
(Chart Feature), May 174 


“Freight Cars, How Many More?” Aug 807 


H 
“Hirings and Layoffs in Balance,” Jan 19 


Holmstedt, Gustaf 
“Social Expenditures in Scandinavia,” Dec 476 


Hours 
Items Priced in Hours of Work, Nov 428 
See also Selected Business Indicators 
Housing 
“Who'll Buy the Houses?” Aug 316 
“How To Plan Company Giving,” May 170 
Howe, C. D. 
“Perspective on Canadian Development,” 
Dec 455 
“Hundred Top Defense Contractors: A Later 
List,” July 264 
“Hundred Largest Defense Contractors, The,” 
Feb 56 


I 


Income ; 
“Economic Status of the Aging,” Jan 14 
“Ts the American Family Spending More Than 
It Is Earning ?” Oct 374 
See also Selected Business Indicators 
Indexes 
“The New Look in Indexes,” May 188 
See also Consumers’ Price Index; Selected 
Business Indicators 
Industrial Production 
See Selected Business Indicators 
“Industry Plans for the Future,” Aug 324 
Instalment Credit 
See Selected Business Indicators 
Insurance, Unemployment 
“New Directions in Unemployment Insurance 
Financing,” July 270 
“Rise in Unemployment Insurance Funds,” 
May 180 
International Materials Conference 
“What Is the International Materials Con- 
ference?” Mar 87 
Inventories 
“LIFO Under the Camp Bill,” June 198 
See also Selected Business Indicators 


L 


Labor Force 
Labor Force and Employment, Standard 
Metropolitan Areas, 1940-1950, Feb 70 
Life Expectancy 
“On Length of Life,” May 168 
“LIFO Under the Camp Bill,”’ June 198 
Loans, Business 
See Selected Business Indicators 


M 


Machine Tools 
“The Belated Boom in Machine Tools,” 
Feb 51 
See also Selected Business Indicators 
Manufacturing 
See Selected Business Indicators 
Material Shortages 
“CMP Hasn’t Helped Much—So Far,” Mar 90 
“Spotlight on the Three Controlled Mate- 
rials,” Feb 62 
Mineral Production 
See Selected Business Indicators 
Money 
See Financial Notes and Footnotes; Selected 
Business Indicators 


“More Power to the Farm,” Apr 134 


N 


“‘New Strings for the Public Purse,” Jan 26 
“1952: Fading Optimism,” June 225 
Nondurable Goods Production 

See Selected Business Indicators 


Nylon 
“More Nylon for More Uses,” Dec 460 


O 


“OASI Benefits Important to Insured Aged,” 
Nov 432 
Old Age 
‘Economic Status of the Aging,” Jan 14 
“More Social Security for Canada,” Apr 140 
“OASI Benefits Important to Insured Aged,” 
Nov 432 


“Our National Wealth: Has It Increased ?” 
(Chart Feature), Feb 54 


P 
Paper 
“Growth Patterns in Paper Industry,”’ May 
184 


“Payroll Statistics a Year After Controls,” 
Apr 136 
Population 
Demographic and Related Changes, Standard 
Metropolitan Areas, 1940-1950, Feb 71 


Price Controls 
See Controls 
Prices 
“Prices and Margins in Tight Squeeze,” 
Feb 46 
“Prices, Earnings and Payrolls in 51,” Mar 
104 
See also Consumers’ Prices; Selected Business 
Indicators 


“Productivity Roundup,” July 252 
“Productivity Stands Still,” Feb 72 


Public Works 
“The Potential of Public Works,” Dec 464 


R 


“Renegotiation Remains a Question Mark,” 
Nov 420 

Retail Trade 
“Seasonal Buying Habits Change,” Mar 95 
See also Selected Business Indicators 


S 


Salesmen 
“Salesmen Need To Sell Now,” July 276 
“Training Salesmen for Competitive Selling,” 
Oct 394 
Savings 
“Boom in Personal Saving, The,”’ June 200 
“Financing the 1953 Deficit,” Apr 146 
“How Some Individual Savings Have Grown” 
(Chart Feature), Aug 313 
“Individuals Gained in Liquid Assets in ’51” 
(Chart Feature), Sept 352 
“What Individuals Are in Debt?” (Chart 
Feature), Feb 60 
Selected Business Indicators 
Jan 21, Feb 67, Mar 107, Apr 155, May 190, 
June 224, July 251, Aug 306, Sept 368, 
Oct 408, Nov 431, Dec 480 


Shareholders 
Shareholdings in Forty-five Common Stocks, 
Aug 298 
“Social Expenditures in Scandinavia,” Dec 476 
Social Security 
“Government Welfare Payments Boosted,” 
Sept 354 
“More Social Security for Canada,” Apr 140 
“Spending an Hour’s Work Now and in ’39,” 
Nov 427 
Statistical Sources 
“New Statistical Sources,” Jan 13, Apr 145 
Steel 
“Aftermath of the Steel Strike,” Sept 338 
“Spotlight on the Three Controlled Mate- 
rials,” Feb 62 
“Steel in the Outlook,” Aug 294 
“Steel Picture, The” (Chart Feature), June 
220 
Stocks 
“Business and the Stock Market,” Nov 410 
Shareholdings in Forty-five Common Stocks, 
Aug 298 
“What Does the Stock Market Watch?” 
(Chart Feature), Sept 346 
Survey of Business Opinion (Practices) 
Jan 35, Feb 72, Mar 90, June 225, July 276, 
Aug 324, Oct 394, Nov 420, Dec 450 


“Symbolism in Economics,” Nov 437 


‘Ee 

Taxation 

“Measuring the Tax Burden,” Aug 299 
Television 

“Advertisers Turn to Television,” Jan 10 
Textiles 

“Viewing the Textile Upturn,” Oct 398 
Treasury 


“Financing the 1953 Deficit,” Apr 146 


Tucker, Rufus 8. 
“Symbolism in Economics,” Nov 437 


U 
Unemployment 
See Selected Business Indicators 
United States Budget 
See Budget, Federal 
United States Government 
“‘New Strings for the Public Purse,” Jan 26 
Proposals for Fiscal Reform, Jan 29 


Vv 


Veterans’ Benefits 
“Government Welfare Payments Boosted,” 
Sept 354 


Voting 

“Living Costs, Jobs, Voting Potential,” 

Oct 392 
WwW 

“Wage Costs in Manufacturing,” Oct 378 
Wages 

See Selected Business Indicators 
Wealth 


“Our National Wealth: Has It Increased ?” 
(Chart Feature), Feb 54 


“What Individuals Are in Debt?” (Chart 
Feature), Feb 60 


one Capital—Tight But Adequate,” Dec 
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